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ANNUAL FINANCIAL STATEMENTS FOR TH£ YEAR ENDED 30 JUNE 2013 


Figures in Rend 

Nofes 

2013 

2012 

ASSETS 




Current Assete 




Cash and cash equivalents 

2 

42 549 958 

37 890 735 

Receivables from exchange transactions 

3 

24 673 

34 128 

Other receivables from exchange and non-exchange transactions 

4 

10 616 532 

1 017 766 

Receivables from non exchange transactions 

5 

4 149 229 

5316 178 

VAT receivabie 

6 

2 545 697 

1 957 289 



5S 886 08S 

46 216 0S6 

Non-Current Assets 




Investment property 

7 

28 884 329 

28 914 496 

Property, plant and equipment 

8 

364 754 594 

311 583 652 

Intangibie assets 

g 

270 879 

119 910 

Heritage assets 

10 

2 947 824 

2 947 824 



396 857 626 

343 565 882 

Total Assets 


456 743 715 

38 S 781 978 

uabiuti.es 




Current LiabJliiies 




Payables from exchange transactions 

11 

12 159 982 

7 604 584 

Unspent conditiona! grants and receipts 

12 

10 856 624 

6 704 612 

Provisions 

13 

88 321 

38 676 



23 104 S27 

14 347 872 

Non-Current Li 2 bi!ities 




Provisions 

13 

1 954 969 

1 698 281 

Total Llabilities 


25 05S 896 

16 046153 

Net Assets 


431 683 819 

373 735 825 

NET ASSETS 




Reserves 




Revaluation reserve 

14 

72260 994 

92 857 565 

Housing operating account 

15 

21 466 294 

29 051 938 

Accumulsted surplus 

16 

337 956 531 

251 826 322 

Tota! Net Assets 


431 683 81 S 

373 735 825 



NOTES 


2013 


2012 


ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 


Revenue 

Governrnent grants & subsidies 

17 

183 386 236 

149 110101 

interest received (trading) 


408 420 

542 928 

Interest earned - investment 

18 

2 295 509 

2 666 967 

Motor vehicte ticences 


807 059 

639 842 

Other revenue 

19 

1 394 107 

1 089 824 

Property rates 

20 

5 904 585 

4 005 670 

Public contributions and don3tions - container bins 


- 

449 710 

Rentsl of facilities 

21 

877 685 

593 033 

Service charges 

22 

1 336 651 

1 148 332 

Total revenue 


1S6 410 252 

160 246 407 

Expenditure 

Employee reiated costs 

23 

(32 554 509) 

(27 343 283) 

Remuneration of counciilors 

24 

(11 904 855) 

(10 577 834) 

Debt impairment 

25 

(2 964 669) 

(4 333 531) 

Depreciation ana amortisation 

26 

(31 948 986) 

(30 700 904) 

Finance costs 

27 

{308 919) 

(124407) 

Repairs and mainienance 


(5 036 291) 

(5 496 670) 

General expenses 

28 

(44 267 282) 

(51 737 962) 

Total expendiiure 


(128 885 511) (130 314 581) 

Opereting surplus 

2S 

67 4 24 741 

29 931 816 

Loss on disposal of assets and liabilities 


(1 097 611) 

(37 253) 


66 327 130 2S 894 563 


Surpfus forthe ysar 
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TATEMENT OF CHANGES IN NET ASSETS 


Figures irj Rand 

Revaluation 

reserve 

Housing 

operatina 

sccount 

Total reserves 

Accumulated 

surptus 

Totai net 
assets 

Baiance at 01 Juty 2011 

Changes in net assets 

107 340 500 

28 032 032 

135 372 532 

159 280 9SS 

294 6S3 528 

Surptus for the year 

- 

- 

- 

29 894 563 

29 894 563 

Interest on housing operating account 

- 

1 019 905 

1 019 906 

(1 019 906) 

- 

Offsetting of depreciation 

(22 350 571) 

- 

(22 350 571) 

22 350 571 

- 

Reversai of UIF company contribution 

- 

- 

- 

53 405 

53 405 

Tota! changes 

(22 350 571) 

1 019 906 

(21 330 665) 

51 278 633 

29 947 968 

Opening baiance as prevlously repcried at 30 
June 2012 

Adjustments 

84 989 929 

29 051 S38 

114 041 867 

210 56S629 

324 611 4S6 

Correction of errors 

7 867 636 

- 

7 867 636 

41 256 694 

49 124 330 

Reststed baiance at 01 Juiy 2012 

Changes in net assets 

92 857 565 

29 051 S38 

121 909 503 

251 826 323 

373 735 826 

Surpius for the year 

- 

- 

- 

86 327 130 

66 327 1 30 

Offset depreciation 

(20 596 571) 

- 

(20 596 571) 

20 588 571 

- 

Transferto human settlement grant 

- 

(8 379 137) 

(8 379137) 

- 

(8 379137) 

Interest on housing operating account 
transferred to accumulated surpius 

' 

793 493 

793 493 

(793 493) 


Totai changes 

(20 596 571) 

(7 585 644) 

(28 182 215) 

86 130 208 

57 947 993 

Balance at 30 Juna 2013 

72 260 SS4 

21 466 294 

93 727 288 

337 956 531 

431 683 819 

NOTES 

14 

15 


16 
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ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUME 2013 



F2GURES m RAND 


CASH FLOWS FROM OPERATING ACTIVtTIES 


Receipts 


Receipts from ratepayers and other services 


10 742 451 

8 840 920 

Govemment grants and subsidies 


183 386 236 

148 808 469 

Interest income 


2 295 509 

2 666 967 



18S 424 198 

160 316 356 

Psyments 




Employee costs 


(44 459 364) 

(37 921 117) 

Suppliers and other payrnents 


(60 S56 277) 

(8 415 806) 



(105 415 641) 

(46 338 923) 

Met cash flows from operatir.g sctivities 

31 

91 008 555 

113 879 433 

CASH FLOWS FRO M INVESTING ACTiVITIES 




Purc'nase of property, plant anc equipment 

8 

(86 055 310) 

(84 136 068) 

Proceeds from saie of property, plant and equipment 

8 

19 343 

21 0S1 

Purchase of investment property 

7 

- 

(24 447 840) 

Purchase of other intangible assets 

8 

(313 365) 

(12 513) 

Met cash fiows from investing activitiss 


(86 349 332) (108 575 370) 

Net incresss/fdecrease) in cash and cash equivalents 


4 659 223 

5 404 0S3 

Cash and cash equivaients at the beginning of the year 


37 890 735 

32 486 672 

Cash and cash equivalenfs at the end of the year 

2 

42 549 S58 

37 890 735 



ANNUAL FJNANCSAL STATSMENTS FOPs THE YEAR ENDED 30 JU-ME 2G13 



Budget on Accrua! Basis 


Approved Adjustments Final Budget Actus! amounts Difference Refer to note 
budget on comparabSe bete'een fina! 44 for variance 

basis budget and explanaiions 

Figures in Rand actua! 


Stafement of Financia! Performance 
Revfinue 


Revenue from exchange 
transactions 


Service charges 

300 000 

500 000 

800 000 

1 335 651 

536 651 

1 

Rental of faciiities and equipment 

800 000 

(85 000) 

715 000 

877 685 

162 685 

2 

interest received (trsding) 

250 000 

5Q 000 

300 000 

408 420 

108 420 

3 

Other revenue 

14 880 000 

241 087 

15121 087 

1 394 107 

{13 726 980) 

4 

interest received - investment 

1 500 000 

50C 000 

2 000 000 

2 295 509 

295 509 

5 

Totai revenue from exchange 

17 730 000 

1 206 087 

18 93S 087 

6 312 372 

(12 623 715) 


transactions 







Revenue from nomexchange 







transactions 







Taxation revenue 







Property rates 

6 000 000 

(1 126 087) 

4 873 913 

5 904 585 

1 030 672 

6 

Government grants & subsidies 

147 534 997 

37 221 473 

184 756 470 

183 386 236 

(1 370 234) 

7 

Transfer revenue 







Motor Vehicle end Licence 

550 000 

200 000 

750 000 

807 059 

57 059 

8 

Totai revenue from non- 

154 084 997 

36 295 386 

190 380 383 

190 037 880 

(282 503) 


exchsnge transactions 







Totai revenue 

171 814 987 

37 501 473 

20S316 47G 

196 410 252 

(12 906 218) 


Expenditure 







Employee related costs 

{29 954 815) 

(3 883 196) 

(33 838 011) 

(32 554 509) 

1 283 502 

9 

Remuneration of councillors 

(11 913 254) 

- 

(11 913 254) 

(11 904 855) 

8 399 

10 

Depreciation and amortisation 

(3 409 755) 

(1 425 765) 

(4 835 521) 

(31 948 986) 

(27113 465) 

11 

Finance costs 

(311 173) 

- 

(311 173) 

(308 919) 

2 254 

12 

Debt impairment 

- 

- 

- 

(2 964 659) 

(2 864 66S) 

13 

Repairs and maintenance 

(17 285 000) 

11 620 212 

(5 664 788) 

(5 036 291) 

628 4S7 

14 

Genera! Expenses 

(52 742 760) 

7 016 264 

(45 726 496) 

(44 267 282) 

1 459 214 

15 

Tota! expenditurs 

(115 616 757) 

13 327 514 

(102 289 243) 

(128 SS5 511) 

(26 698 268} 


Operating surpius 

56 198 240 

50 82S 287 

107 027 227 

67 42 4 741 

(38 602 486) 


Loss on disposa! of sssets and 

- 

- 

- 

(1 097 611) 

(1 097 611} 

16 

iiabiiities 







Surpius before taxation 

5S 198 240 

50 828 987 

107 027 227 

66 327 130 

(40 700 GS7) 


Actuai Amount on Comparabie 

56 138 240 

50 828 987 

107 027 227 

66 327 130 

(40 700 097} 


Basis as Presented in the 







Budgetand Actual 







Comparative Statement 








AWNUAL FiNANGiAL STATEMENTS FOR THE YEAR ENDEO 30 JUNE 2013 


Statemant of Com| 

sarison of 1 

3y dget and Actoal Amourtfs 



Budcjet on Accrua! Basis 

Figures in Rand 

Approved 

budget 

Adjuslments Fina! Budget Actua! amounts 

on comparable 
basis 

Difference 
between final 
budget snd 
actual 

Refer to ncte 
44 for variance 
explanaiions 


Statemant of FinanciaS Posltion 
Assets 

Current Assets 


Receivables from exchange 

- 

- 

- 

24 673 

24 673 

1 

iransaciions 







Other receivables from 

- 

- 

- 

10 616 532 

10 616 532 

2 

exchange and non-exchange 







franssctions 







VAT recetvable 

2 114 000 

- 

2114 000 

2 545 697 

431 697 

3 

Consumer debtors 

7 945 000 

- 

7 646 000 

4 149 229 

{3 796 771} 

4 

Cash and cash equivalents 

57 057 000 

- 

57 057 000 

42 54S 958 

(14 507 042) 

5 


67 117 000 

- 

67117 000 

59 886 082 

(7 230 911) 


Non~Current Assets 







investment property 

4 762 134 

- 

4 762134 

28 884 329 

24122 195 

6 

Properiy, plant and equipment 

287 855 000 

- 

287 855 000 

364 754 594 

76 899 594 

7 

Intangible assets 

206 619 

- 

206 619 

270 879 

64 260 

8 

Heritage assets 

292 823 753 

- 

292 823 753 

2 947 824 

(28S 875 929) 

9 


585 647 506 

- 

585 647 506 

396 857 626 

(188 789 880) 


Tota) Assets 

652 764 506 

- 

652 764 506 

456 743 715 

(198 020 791) 


Liabilities 







Current Liabiiities 







Payables from exchange 

11 316 000 

- 

11 316 000 

12159 984 

843 984 

10 

transactions 







Unspent conditio.nal grants and 

- 

- 

- 

10 856 624 

10 856 624 

11 

receipts 







Provisions 

- 

- 

* 

88 321 

88 321 

12 


11 316 000 

- 

11 316 000 

23 104 923 

11 788 92S 


Non-Current Liabiiities 







Provisions 

1 223 000 

- 

1 223 000 

1 954 969 

731 969 

13 

Total Lisbiiities 

12 539 000 

- 

12 539 000 

25 05S 8S8 

12 520 898 


Met Assets 

640 225 506 

- 

640 225 506 

431 S83 817 

(2QB 541 689) 


Net Assets 







Reserves 







Revaluation reserve 

186 538 000 

- 

186 538 000 

72 260 994 

(114 277 006) 

14 

Housing opersting sccount 

160 864 000 

- 

160 864 000 

21 466 294 

(139 397 70S) 

15 

Accumulated surpius 

292 823 506 

- 

2S2 823 506 

337 956 529 

45133 Q23 

16 

Totai Net Assets 

640 225 506 

- 

640 225 506 

431 683 817 

(208 541 689} 




UMZIMKHULU LOCAL MUNiCIPALITY 

ANNUAL. RNANCIAL STATEMENT6 FOR THE YEAR ENDED 30 JUNE 2013 




Budgetand Actual Amounts 



Budget on Accrusl Basis 

Figures in Rsnd 

Approveo 

budget 

Adjustments Final Budget Actual amounts 

on comparable 
basis 

Difference 
between finsl 
budget and 
actusl 

Refer to note 
44 for variance 
explanations 


Cssh Fiow Statement 


Cash fiows from opereting sctivhies 


Receipts 

Sale of goods and services 

Grants 

Interest income 

22 530 000 
147 535 000 

1 750 000 

30 800 000 

22 530 000 

178 335 000 

1 750 000 

10 742 451 

183 386 236 

2 295 509 

(11 787 549) 

5 051 236 

545 509 

1 

2 

3 


171 815 000 

30 800 000 

202 615 000 

196 424 1S6 

(6 190 804) 


Payments 

tmployee costs 

(41 868 069) 

(3 883 196) 

(45 751 265) 

(44 459 364) 

1 291 SQ1 

4 

SuppJiers 

(73 728 931) 

4 526 196 

(SS 202 735) 

(62 084 222) 

7 118 513 

5 


(115 597 0QQ) 

643 000 

(114 954 000) 

(10$ 543 586) 

8 410 414 


Net cash fiows frorn opereting 

5S 218 000 

31 443 000 

87 661 000 

83 8S0 610 

2 219 610 



activities 


Cash fiows frorn investfng activifies 

Purchase of property, plant and (56 218 000) 
equipment 

Proceeds from sale of properry, 
piant and equipment 

Purchase of other intangibie 
assets 

(38 148 123) 

(94 366 123) 

(84 927 365) 

19 343 

(313 365) 

9 438 758 

19 343 

(313 365) 

6 

7 

Nei cash ftows from investing 
activities 

(56 218 000) 

(38148123) 

(34 366123) 

(85 221 387} 

9 144 736 


Net increase/(oecrease) in cash 
and cash equivalents 

- 

(6 705 123) 

(6 705 123) 

4 659 223 

11 364 346 


Cash and cash equivalents at 
the beginning of the yesr 

9 211 000 

“ 

9 211 000 

37 890 735 

28 679 735 


Cash and cash equivalents at 
ths ond offheyear 

9 211 000 

(6 705123) 

2 505 877 

42 549 958 

40 044 081 
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AMNUAL FINANCiAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 



1. ACCOUNTING POLICIES 

1.1 BASiS OF PRESENTATiON 

These annual financiai statements have been prepared on an accruai basis cf accounting and are in accordance with historicai 
cost convention uniess specified otherwise, 

These annual financial statements have been prepared in accordance vvith the effectiva Standards of Generally Recognised 
Accounting Practice (GRAP), as approved by the Minister of Finance, induding anyinterpretations, guidelines and directives 
issued by the Accounting Standards Board in accordance vvith Section 122(3) of the Municipal Finance Management Act, (Act 
No 56 of 2003). 

The principal accounting policies adopted in the preparation of these annua! fmandal statements are set out below. 

Assets, iiabilities, revenues and expenses liave not been offset except when offsetting is required or peunitted by a Standard o? 
GRAP. 

1.1.1 CHANGES IN ACCOUNTiNG POLICY AND COMPARABIUTY 

The accounting policies applied are consistent with those used to present the previous yeads financial statements, uniess 
explicitly stated. The details of any chsnges in sccounling poiicies are explained in the relevant policy. 

For the years ended 30 June 2012 and 30 June 2013 the municipality has adopted the accounting framework as set oui in 
point 1 above. The details of any resulting changes in accounting policy and comparative restatements are set out below. 

The municipaiity changes an accouniing policy only if the following instances: 

(a) is required by a Standard of GRAP; or 

(b) results in the annual financia! statements providing reliable and more relevant informaiion about the effects of transactions, 
other events or conditions on the entity's financial position, ftnancial performance or cash flow. 

The Minister of Finance has announced that the appiication of GRAP 21, GRAP 23, GRAP 24, GRAP 26, GRAP 103 and 
GRAP 104 wiil be effective for the period starting 1 April 2012. The municipality had already early adopied GRAP 104 in the 
prior year. Thus for the 2012/2013 year the municipaiity adopis GRAP 21, GRAP 24, GRAP 26 and GRAP 103. 

1.2 PRESENTATION OF CURRENCY 

These annual financiai statements are presented in South African Rand, which is the functional currency of the municipality. 

1 .3 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on ihe assumption that the munldpality will continue to operate as a 
going concern for at least the next 12 months. 

1.4 COMPARATJVE INFORMATION 

Budget information in accordance with GRAP 1 and 24, has been provided in sn annexure to these financial statements and 
forms part of the financiai statements. 

When the presentation or classification of items in the fmsncial statements is ainended. prior period comparaiive amounts are 
restated. The nature and reason for tne redassifieation is disciosed. Where accounting errors hsve been identified in the 
current year, the correction is macie retrospectively as far as is practicable, snd the prior year comparatives are restated 
accordingly. Where there has been a change in accounting policy in the current year, the adjustment is made retrospectively as 
far as is practicable, and the prior year comparatives are reststed accordingly. 
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1 .5 CRITICAL JUD6EBSENTS, ESTiMATION AMD ASSUMPTIONS 

in the application of the municipality’s accouniing policies, which are described baiow, management is required to make 
judgement, estimatlon and assumptions abcut the carrying amounts of assets 2 nd Jiabilities that are not readily spparent from 
other sources. The estimates and associated assumptions are based on historical experience and otherfactors that are 
considered to be reasonable undsr the circumstances, the results of which form the basis of making the judgements about the 
carrying values of assets and liabiiities thaf are not readily apparent from otlier sources. Actual results rnay differ from the 
estimates. 

These estimates and underiying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are 
recognised in ihe period m which the estimate is revised if the revision affects only that period, or in the period of the revision 
and future periods if the revision affects both current and future periods, 

The following are the critical judgements and estimations that management liave made in the process of applying the 
municipality’s accounting policies snd that have the most significant effect on the amounts recognised in the annua! fmancisl 
statements. 

1.5.1 REVENUE RECOGNiTiON 

Accounting policy 1.17.1 on Revenua from Exchsnge Transsctions and accounting policy 1.17.2 on Revenue from Non- 
exchange Transac-tions describes the conditions under which revenue wili be recorded by the management of the municipality. 

In making their judgement, the management considered the detsiled criteria for the recognition of revenue as set out in GRAP 
9: Revenue from Exchange Transactions and GRAP 23: Revenue from non-ey.change transactions. In particular, whether the 
municipaiity, when goods are soid, had transferred to the buyer the significant risks and rewards of ownership of the goods and 
when services is rendered, whetherthe service has been rendered. Aiso of importance is the estimation process involved in 
initialiy measuring revenue at the falr value thereof. The management of the municipaiity is satisfied that recognition of the 
revenue in the current year is appropriate. 

1.5.2 IMPAIRMENT OF FINANCIAL ASSETS 

Accounting Policy 1.19 on tmpairment of Financial Assets describes the process followed to datermine the value by which 
fmancial assets shouid be impaired. in making the estimation of the impairment, the management of the municipality 
considered the detaiied criteria of impairment of financial assets as set out in GRAP 104: Financiel Instruments and used its 
judgemenl to seiect a variety of methods and make assumptions that are mainly based on market conditio.ns existing at the end 
o? the reporting period. The management of the municipality is satisfied that the impairment of financiai assets recorded during 
the year is appropriate. 

1.5.3 USEFUL LIVES OF PROPERTY, PLANT AMD EQUiPMENT, JNTAMGSBLE ASSETS AND iMVESTMENT 
PROPERTY 

As described in Accounting Poiicies 1.7, 1.8 and 1.9 the municipality depreciates/ amortises its property, plani and equipment, 
investment property and intangible assets over the estimated usefui lives of the assets, taking into accounttbe residual values 
of the ssseis atihe end of their useful iives, which is determined when the assets are available for use. The useful iives of 
assets are based on management's estimation. Management considered the impact ot technoiogy, avaiiabiiity of capitel 
funding, service requirernents and required return on sssets in order to determine the optimum usefu! life expectation, w'nere 
appropriate. The estimation of residual values of assets is based on msnagement's judgement as to whether the assets wii! be 
sold or used to the end of their useful lives, and in what condifion they will be at that time. 

1.5.4 BUDGET INFORMATJON 

Deviations between budget and actuai amounts are regarded as material diffarences when a 5% deviation exisis. AIS materia! 
differences are expiained in an annexure separate from these annua! financial statements. 
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ACCOUNTiNG 



1 .6 STA.NDARDS, Afi/SENDNIENTS TO STANDARDS AND INTERPRETATIONS !SSU£D BUT NOT YET EFFECTiVE 

The foiiowing GRAP Standards have been issued but are nol yet effective and have not been early sdopted by the municipality: 

GRAP 18 - Segment Reporling - issued March 2005 
GRAP 20 - Reiated Party and Disciosure (Revised) 

GRAP 25 - Empioyee Benefits - issued December 2009 

GRAP 105 - Transfer of Function Between Entities Under Common Control - issued November 2010 
GRAP 106 - Transfer of Funciion Befween Entities Not Under Common Control - issued November 2010 
GRAP 107 - Mergers - issued November 2010 

The ASB Directive 5 paragraph 29 sets out the principies forthe appiication of the GRAP 3 guideiines in the determination of 
the GRAP Reporting Framework hierarchy. as set out in the standard of GRAP 3 on Accounting Polides, Changes in 
Accounting Estimates and Errors. 

Where a standard of GRAP is approved as effective, it replaces the equivalent statement of Intemational Public Sector 
Accounting Standards Board, International Financial Reporting Standards or Generally Accepted Accounting Principies. Where 
a standard of GRAP has been issued. but is not yet in effect, the municipality may select to apply the principies established in 
that standard in developing an appropriate accounting policy dealing with a particular section or event before appiying 
paragraph 12 of the Standard of GRAP on Accounting Policies, Changes in Accounting Estimates and Errors. 

The Municipaiity applied the principies established in the foilowing Standards of GRAP thal have been issued, but is notyet in 
effect, in developing an appropriate accounting policies deaiing with the foilowing transactions, but have not early adopted 
these Standards: 

GRAP 20 - Related Party Dlsclosures (Revised) 

GRAP 25 - Empioyee Benefits - issued December 2009 

Management has considered all of the above-mentic-ned GRAP Standards issued but not yet effective and anticipates that the 
adoption of these Standards vvill not have a significanl impact on the financial position, financial perfomiance, or cash fiow of 
the municipality. 

1 .7 PROPERTY, PLANT AND EQUIPMENT 
1.7.1 INiTiAL RECOGNITION 

Propertv, plant ana equipment are tanaible non-current assets (including infrastructure assets) that are held for use in the 
production or suppiy of goods or services, rental to otbers, or for administrative purposes, and are expected to be used during 
more than one year. items of property, plant and equiprnent are initially recognised as assets on acquisition date and are 
initially recorded at cost. The cost of an item of property, piant and equipment is t’n.e purchase price and other costs attributable 
to bring the asset to the location and condition necessary for it to be capable of operating in fne manner intended by the 
municipality. Trade discounts and rebstes are deducted in arriving at the cosf The cosl also includes the necessary costs of 
dismantiing and removing the asset and restoring the site on which R is located. 

When significant components of an iiem of property, plant and equipment have different usefu! iives, they are accounted for as 
separate items (major components) of property, piant and equipment. 

Where an asset is acquired by the municipality for no or nominal consideration (t.e. a non-exchange transaction), the cost is 
deemed to be equa! to the fair value of that asset on the date acquired. 

Where sn item of property, piant and equipmeni is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary' snd non-monetary assets, the asset acquired is initially measured at fair value (the cost). if the 
acquired item's fair vaiue vvas not determinahle, it’s deemed cost is the carrying amount of the asset(s) given up. 

Major spare parts arid servicing equipment quaiify as property, piant and equipment when the municipality expects to use them 
during more than one period. Simiiarty, if the major spare parts end servicing equipment can be used only in connection vrith 
an item of property. plant and equipment, they are accounted for as property, plant and equipment 
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PROPERTY, PLANT AND EQUIPMENT {continued) 

1.7.2 SUSSEQUEMT SvlEASUREMENT - COST AND REVALUATiON MODEL 

Subsequen! to initial recognition, items ot' property, plant and equipment such es Other fixed assets are measured at cost less 
accumulated depredation snd impsirment Iosses. Land is not deprecialed ss it is deemed to have an indefinite useful life, 

All otner items of propeity, plant and equipment such as Infrastructure, Community and Buildings are carried at revaiued 
amount, being the fair value st the dste of revaluation iess any subsequent accumuiaied aepreciation and subsequent 
accumulated impairment losses, Revaluations are madewith sufficient regularity such thatthe carrying amount does not differ 
materially frorn that which would be determined using fair vaiue at the end of the reporting period. 

Where the municipality replaces parts of an asset, it derecognises the part of the asset being replaced and capitalises the new 
component. Subsequent expenditure incurred on an asset is capitalised when it increases the cspacity or future economic 
benefits associated with tne asset. 

The inunicipaiity shail revalue all its assets that are under revaluation model every 5 years. 

1.7.3 DEPRECIATSON AND IMPAIRMENT 

Depreciation is calculated on the depreciable amount, usina the straight-line method over the estimated useful lives of the 
assets, Components of assets that are significant in relation to the whole asset and that have different usefui lives are 
depreciated separately. The annual depreciation rates are based on the following estimated average asset lives: 

Property, plant and equipment are depreciated on the straight lins basis over their expected usefu! lives tc thsir estimated 


resldua! value. 


Item 

Average useful life 

Lend 

Indefmite 

Buildings 

30-50 years 

Infrastructure 


e Roads and paving 

10-30 years 

* Pedestrian malls 

30 years 

» Dam 

30 years 

Community 


• Buildings 

30-50 years 

0 Recreational facilities 

20-30 years 

° Security 

5-1 5 years 

Other property, plant and equipment 


E Specialist vehicles 

10-20 years 

» Other vehicles 

5-15 years 

» Office equipment 

3-12 years 

- Fumiture and fittings 

7-1 2 years 

» Lsndfill site 

15 years 


The residua! value, the usefu! life of en asset and the depreciation method is reviewed snnually and any chenges are 
recognised as a chanoe in accounting estimate in the Ststement of Financial Performance. 

The municipaiity tests for impairment where there is an indication that an asset may be impaired. An assessment of vvhetlisr 
there is en indication of possibie impairment is done at each reporting date. Where the carrying amount of ari item of property, 
plant and equipment is greater than the estimateo recoverable smount (or recoverabls service amount), it is wrltten down 
immedistely to its recoverabie amount (or recoverable service amount) and an impairment loss is charged to the Statement of 
Finahcia! Performance. 
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PROPERTV, PLAMT AND EQUiPMEMT (continued) 

1.7.4 WORK IN PROGRESS 

Incomplete construction work Is ststed et historical cost. Depreciation only commences when the asset is available for use. 

1.7.5 LAND 

Lsnd is not depreciated as it is daemed io have an Indefinite useful life. 

1.7.6 INFRASTRUCTURE ASSETS 

tnfrastructure assets are any assets that are part of a network of similar assets. Infrastaicture assets are shown at cost iess 
accumulated depreciation and accumulated impairment. Infrastructure assets are treated similarly to a!l other assets of the 
municipaiity in terms of the esset management policy. 

1.7.7 DERECOGNITiON 

Items of Property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potenital expected from the use of the asset. The gain or loss arising on the disposai or retirernent of an 
item of property, plant and equipment is determined as the difference between the saies proceeds and the carrying value and 
is recognised in the Statement of Financial Performance. 

1.8 INTANGIBLE ASSETS 

1.8.1 INITIAL RECOGNITION 

An intangible asset is an identifiable non-monetary asset without physicai substance. Exsmples incluae computer softv/are, 
licences, and development costs. The municipaiity recognises an intangible asset in its Statement of Finsndal Position only 
witen it is probable that the expected future econornic benefits or service potential that are attributable to the asset wiil flow to 
the municipality and the cost or fair value of the asset can be msasured reliably. 

Iniangible assets are initially recognised at cost. 

VVhere an intangible asset is acquired by the municipality for no or nominal consideration (i.e, a non-exchange transaction), the 
cost is deemed to be equal to the fair value of that asset on the date acquired. 

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred. 
Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets, or a combination of monetary 
and non-monetary assets, the ssset acquired is initialiy measured at fair value (the cost). !f the acquired item’s fair valuewas 
riot determinable, it's deemed cost is the carrying amount of the asset(s) given up. 

1.8.2 SUBSEQUEMT MEASUREMENT - COST MODEL 

Intengibie assets are subsequently carried at cost less eccumulaied amortisation and impainments. The costof an intangibie 
asset is amortised over the useful iife where that useful life is finite. Whare tbe useful life is indefinite, the ssset is not 
amortised but is subject io an annual impairment test. 

1.8.3 AMORHSATIQN AND IMFAIRMENT 

Amortisation is chsraed so as to write off the cosf of intangible assets overtheir estimated useful lives using the straight line 
method. The annual arnortisation rates are based on the foiiowing estimsted average asset iives: 


Item 

Computer software, oiher 


Usefu! iife 
3-5 years 
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INTANGIBLE ASSETS <continued) 

The amortisation period and the amortisation method for an intangible asset with a finite usefu! itfe are reviewed at each 
reporting date and any changes are recognised as a change in accounting estimate in the Ststement of Financial Perforrnance. 

The municipslity tests intangible assets with finite useru! lives for impairment where there is an indication that an asset may be 
impaired. An assessment of whether there is an indication of possibie impairment is done at each reportino date. Where the 
csrrying amount of an item of an intangible asset is greater than the estimated recoverable amount {or recoverable sen/ice 
amo.unt), it is writien down immediately to its recoverabie amount (or recoverable service amount) and an impairment loss is 
charged to the Statement of Financiel Performance. 

1.8.4 DERECOGNITION 

intangibie assets are derecognised when the asset is disposed of or when there are no further economic benefits or seivice 
potentia! expected from the use of the asset. The gain or loss arising on the dispossi or retirement of an intangible asset is 
determined as the difference betv/een the sales proceeds and the carryino vaiue and is recognised in the Statement of 
Financial Performance. 

1.9 INVESTMENT PROPERTY 

19.1 INITIAL. RECOGNITION 

Investment property includes property (land or a building, or part of a buiiding, or both land or buildings heid under an operating 
lease held to earn rentais and/or for capital appreciation, r3ther thsn held to meet service deliveny objectives, the production or 
supply of goods or services, or the sale of an asset in the ordinary course of operations. 

At iniiia! recognition, the municipality measures investment property at cost including transaction costs once it meets the 
definition of investment properly. However, vvhere an investment property was acguired through a non-exchange transaction 
(i.e. where it acquired the investment property for no or 2 nominal vaiue), its cost is its fair value as at the date of acquisition. 

The cost of self-constructed investment property is the cost at date of completion. 

19.2 SUBSEQUENT MEASUREMENT - COST fvlODEL 

Investment property is measured using the cost modei. Under the cost model, investment property is carried at cost less any 
accumuiated depreciation and any accumuiated impainnent losses. 

Depreciation is calculatec on the depreciable amount, using the straight-line method over the estimated useful lives of the 
assets. Components of assets that are significant in reiation to the whole asset and that have different usefui iives are 
deprecisted separately. The annual depreciation rates sre based on the following estimated average asset Ijves: 

lnvestment property 30-60 years 

1.9.3 DERECOGNffiOM 


An investment propeity shall be derecognised (eliminated from the statement of financial position) on disposal or when the 
investmenl property is permanently withdrav/n from use and no future economic benefits or service potentisl are expected frorn 
its disposal. 

1.10 HERITAGE ASSETS 

Heritage assets are ssssts that have e culturat, environmental, hislorical, natural, scientific, technological or artistic signmcance 
ancl are heici indefiniteiy for ihe benefrt of present and future generations. 

110.1 RECOGNITION 


1 he munidpality recognises a heritage asset as an asset if it is probable that future economic benefits or service potsntiai 
associated vvit'n the ssset vvill fiow to the municipality, and the cost or fair value of the asset can be messured reiisbly. 
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HERITAGE ASSETS (continusd) 

1.10.2 SUBSEQUEMT MEASUREMENT 

Afier recognition as an asset, a class of heritage assets is carried at its cost less any accumulated impairment losses. 

Afi.er recognition as an asset, a ciass of heritage assets, whose fair value can be messured reliably, is carried st a revalued 
amount, being iis fair value at the date of the revaiuation less any subsequent impairment losses. 

If a heritage asset's carrying amountis increased as s result of s revslustion, the increase is credited directiy to a. revaluatron 
surplus. Hovvever, the increase is recogniseo in surpius or deficit to the extent thst it reverses a revaluation decrease of the 
same heritage asset previously recognised in surplus or deficit. 

if a heritage asset’s carrying amount is decreased as a result of a revaluation, the decrease is recognised in surplus or deficit. 
However, the decrease is debited directiy to a revaluation surplus to the extent of any credit balance existing in the revaliiation 
surplus in respect of that hertlage asset. 

Heritage asseis are not depreciated. 

1.10.3 DEREC-OGNITION 

The municipality derecognises heritsge asset on disposal, or vviien no future economic benefiis or service poiential sre 
expected from its use or disposal. 

The gain or loss arising from the derecognstion of a heritage asset is determined as the difference between the net disposal 
proceeds, i? any, and the carrying amount ofthe heritage asset. Such difference is recognised in surplus or deficit when the 
heritage asset is derecognised. 
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1.11 FINANCIAL INSTRUfiSENTS 

1.11.1 CLASSIFICATION 

The municipaiity ciassifies financial assets and ftnsncial liabilities into the following categories: 

* Financiai asset at smortised cosi 

* Financial assets at fair value plus transaction costs that are birectly attributable to the acquisition or issue of the 
financisl assel 

• Financisl asset at amortised cost, using the effective interest rste method less a provision for impsirment. 

• Financial liabiiities measured at fair value or 

* Financial liabililies measured at amortised cost 

• Financial llabillties measured at cost 

Classification depends on the purpose for which the financial instruments were obtained / incurred and takes place at initia! 
recognition. Classlfication is re-assessed on an annua! basis. except for derivaiives ana financial assets designated as ai fair 
value through surplus or deficit, which shall not be dassified out of the fair value throuoh surplus or deficit category. 

GRAP 104: Financial Instrument- No material impact is expected. 

1.11.2 INITIAL RECOGNITION AND MEASUREMENT 

Financial instruments are recognised inHially when the municipality becomes a party to the contractuat provisions of the 
instruments. 

The municipalily classifies fmancial instruments. or their component psrts, on initial recognition as a financial asset, a fmsncia! 
lisbility or an equity instrument in accordance with the substance of the contractual arrangement. 

Financial instruments sre measured initially at fair value, except for equity investments for which a fair vaiue is not 
detenninable, which are measured at cost and are classifsed as available-for-ssle financial assets, 

For fmancial instruments which are not at fair value througli surplus or deficit, transaction costs are included in the initial 
measurement of the instrument. 

Transaction costs on financia! instruments atfair value through surplus ordeficit are recognised jn surpius or deficit. 

1.11.3 SUBSEQUENT MEASUREMENT 

Financial Assets are cstegorised according to their nature as either financial assets at fair value through profit or loss, held-to 
maturity, loans and receivsbies, or availabie for sale. Financial liabiiities are categorised ss either at fair value through profit or 
loss or financial liabiiities carried at amortised cost. The subsequent measurement of financial assets and lia'oilities depends on 
Ihis cstegorisation. 

Netgains or losses on the financial instruments et fair value through surplus or defidt dividerids and interest 

Dividend incorne is recognised in surpius or deficit as part of other income when the municipality’s right to receive psymenf is 
established. 


Held-to-msturity investments are subsequenily msasured at amortised cost, using the effective interest method, less 
accumuiated impairment losses. 


Financial liabilities at amortised cosi are subsequentiy measured at amortiseti cost, using the effective interest method. 


ANNUAL FINANCIAL STATEftSENTS FOR THE YEAR ENDED 30 JUNE 2013 



FiNANClAL mSTRUMENTS (continued) 

1.11.4 RECEIVABLES FROM EXCHANGE TRANSACTIONS 

Trade receivabies sre measured at initia! recognition at fair vaiue, snd are subsequentiy measured at amortised cost using the 
effective interest rate method. Appropriate ailowances for estimated irrecoverabie amounts are recognised in surpius or deficit 
when there is objective evidence that the asset is impaired. Significant fihanciai difficulties of the debtor, probability that the 
debtor v/iii enter bankruptcy or fmanciai reorganisation. and default or delinquency in payments (more than 30 days overdue) 
are considered indicators thst the trade receivabie is impaired. The allowance recogm'sed is measured as the difference 
between the asset’s carrying amount and the present vaiue of estimated future cash flov/s discounted at the effective interest 
rate computed at initiai recognition. 

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the deficit is 
recognised in surplus or deficit within operating expenses. When e trade receivable is uncoiiectible, it Is written off against the 
allowance account for trade receivables. Subsequent recoveries of amounts previously written off are credited against 
operating expenses in surplus or deficit. 

Trade and other receivables are classified as loans and receivabies. 

1.11.5 PAYABLES FROM EXCHANGE TRANSACTIOWS 

Trade payables are initially measured at fair vslue, and are subsequently measured at amortised cost, using the effective 
interest rate method. 

1.11.6 CASH AND CASH EQUIVALENTS 


Cash and cash equivalents comprise cash on hand ana demand deposits, and other short-term highly liquid investments that 
are readily convertible to a known amount of cash snd are subject to an insignlficant risk of changes in vslue. These are initially 
and subsequently recorded at fair value. 

1.11.7 BANK OVERDRAFT AMD BORROWINGS 

Bank overdrafts and borrowings are initialiy measured at fair value, and are subsequently measured at amortised cost using 
the effective inierest rate method. Any difference between the proceeds (net of transaction costs) and the settlement or 
redemption of borrowings is recognised overthe term of the borrowings in accordance with the municipality's accounting poiicy 
for borrowing costs. 
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FiNANCSAL INSTRUMENTS (continuedj 

1.11.8 DERECOGNlTjGN 

1 .1 1 .8.1 FiNANCiAL ASSETS 

A finsncial ssse! (or, Vv'here applicable a part of a financisl asset or part of a group of simiiar financial assets) is derecognised 
where: 

* the rights to receive cash flows frorn the asset have expired; 

* the rrTunicipality retains the right to receive cash fiows from the asset, but has assumed an cbligation to pay them in 
full without materiai delay to a tnird party under a 'pass-through' arrangement; or 

* the municipality has transferred its rights to receive cash fiows from the asset and either 

has transferred substantially all the risks and rewards of the ssset, or 

has neither trarisferred nor retained subsiantialiy all the risks and rewards of the asset, but hss transferred 
control of the asset. 

Where the municipality has transferred its rights to receive cash flows from an assei and has neither transferred nor retained 
subsiantially ali the risks and rewards of the asset nor transferred control of the asset, the asset is recognised to the extent of 
the municipality’s continuing involvement in the asset. Continuing involvement that takes the form of a guarantee over the 
transferred asset is measured at the iower of the original carrying amount of the asset and the maxjmum amount of 
consideration thatthe municipality could be required to repay. Where continuing involvemenUakes the form of a written and/or 
purchased option (inciuding a cash-settled option or similar provision) on the transferred asset, the extent of the municipality’s 
continuing invoivement is the amount of the transferred asset that tlie munidpality may repurchase, except that in the case of a 
written put option (inciuding a cash-seUled option or simiiar provision) on an asset measured at fair vaiue, the extent of the 
municipality's continuing invoivement is limited to the lower of the fair vslue of ths transferred asset and the option exercise 
price. 

1.11.8.2 RNANCIAL LIABILITIES 

A financial liability is derecognised when the obiigation under the iiability is discharged, cancelled or expires. Wnere an existing 
financial liabiiity is replaced by another from the same lender on substaniially differerit terms, or the terms of an existing liability 
are substantially modified, such an exchange or modification is treated as a derecognition of the original liability and the 
recognition of a new liability, and the difference in the respectlve carrying amounts is recognised in surplus or deficit. 

1.11.9 IWiPAIRFiflENT OF FtNANCIAL ASSETS 

The municipality assesses at each statement of financial position date whether a financial asset or group of financiai assets is 
impaired. 

Assets are carried at amortised cost. 

lf there is objective evidence that an impairment loss on loans and receivables carried at amortised cost has been incurred, the 
amount of the loss is measured as the difference bstv/een the asset’s carrying amount and the present value of estimated 
future cash flows (exciuding future credit losses that have not been incurred) discounted at the financial asset’s original 
effective interest rate (i.e. the effective interest rate computed at initial recognition). The carryinc amount of the asset shail be 
reduced eit'ner directly or through the use of an allowance account. The amount of the loss shall be recognised in surplus or 
deficit. The municipatity first assesses whether obiective evidence of impairment exists individually for financial assets that are 
individually sianificant, and individually or collectively for financial assets that are not individually significant. If it is determined 
that no objectTve evidence of impairment exists for an individualiy sssessed financial assei, whether significant or not, ths asset 
is included in a group of financia! assets vvith simiiar credit risk characteristics and that group of fmancial assets is collectively 
assessed for impairment. Assets thst are individually assessed for impaimient and for which an impsirment lcss is or continues 
to be recognised are not inciuded in a collsctive assessment of impairment. 

1.12 UHAUTHORISED EXPENDITURE 

Uneuihorised expenditure is expenditure fnat has not been budgeted, expenditure that is not in terms of the conditions of an 
allocation received from another sphere of government, municipality or organ of staie and expenditure in the form of a grant 
tnaf is not permitted in terms of the Municipai Finsnce Management Act (Act No.56 of 2003), Unauthorised expendrture is 
accounted for as an expense in the Statement of Financisl Performance and where recovsred, it is subsequentty accounted for 
as revenue in the Statement of Financial Performance. 
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1.13 FRUiTLESS AND WASTEFUL EXPENDiTURE 

Frutiiess and vvsstefui expenditure is expenditure that was made in vsin and v/ouid have been avoided had reasonabie care 
been exercised. FruiUess and wastefu! expenditure is sccounted for as expenditure in the Statement of Financiai Perfoimance 
and where recovered, it is subsequently accounted for as revenue in the Statement of Financia! Performance. 

1.14 IRREGULAR EXPENDITURE 

irregulsr expenditure is expenditure thai is contrary to the Municipal Finance Management Act (Act No.56 of 2003), the 
Municipal Systems Act {Act No.32 of 2000), the Pubtic Office Bearers Act (Act No. 20 of 1998) or is in contravention of the 
Municipsiity's supply chain management poiicy. Irregular expenaiture excludes unauthorised expenditure. Irreguiar expend'.ture 
is accounted for as expenditure in the Statement of Financiai Performance and where recovered, it is subsequently accounted 
for as revenue in the Statement of Financial Perfoimance. 

1.15 PROVISIONS AND CONTiNGENCiES 

Provisions are recognised when the municipaiity has a present or constructive obligation as a resuit of past events, it is 
prababie thaf an outflow of resources embodying economic beneSts will be required to settle the obligation and a reliabie 
estimate of the provision can be msde. Provisions are reviewed at reporting d 2 te and adjusted to refiect the current best 
estimate. Where the effect is material, non-curreni provisions are discounted to their present vaiue using a pre-lax discouni 
rate that reflects the market's currenf assessment of the time value of money, adjusted for risks spedfic to the liabiiity (for 
exampie in the case of obligations for the rehsbiiitation of iand). 

The municipality does not recognise a contingent liability or contirigent asset. A contingent iiability is disciosed uniess the 
possibility of an outflow of resources embodying economic benefits is remote, A contingent asset is disclosed where an inflow 
of economic benefits is probable. 

Future events that may affect the amount requirea to settie an obligation are refiected in the amount of a provision where t'nere 
is sufficient objective evidence that they will occur. Gains from the expected disposal of assets are not taken into account in 
measuring a proviston. Provisions are no* recognised forfuture operating losses. The present obligation under an onerous 
contract is nscognised and measured as a provision. 

Where the effect of time value of money is material, the amount of s provision is the present value of the expenditures 
expected to be required to settle the obligation. 

Where some or ali of the expenditure required to settie a provision is expected to be reimbursed by another party, the 
reimbursemeni is recognised when, and only when. it is virtually certain that reimbursement will be received if ihe municipality 
setties the obligstion, The reimbursement is treated as a separate asset. The smount recognised for the reimbursernentdoes 
not exceed the amount of the provision. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is 
no longer probabie that an outfiow of resources embodying economic benefits or service potentiai wiil be required, to settle the 
obtigation. 

Where ciiscounting is useci, the carrying amount of a provision increases in each period to refiect the passage of time. This 
increase is recoonised ss an interest expense. 

A provision is used only for expenditures for which the provision was originaliy recognised. 

Provisions are not recognised for future operating deficits. 

No obligation arises as a consequence of the saie or transfer of an operation untii the municipality is committed to the ssie 
or transfer, that is, there is a binding arrangement. 

After their initiai recognition contingent iiabiiities recognised in eritity combinations thaiare recognised separately are 
subsequently measured af the higher of: 

* the amount that would be recognised as a provision, and 

* the amount initialiy recognised iess cumulative amortisation. 


Contingent assets anci contingent liabiiities are not recognised. Contingenciss are disclosed in nofe 32. 
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1.1S LEASES 

A iease is classified as a finance leass if it transfers substantialiy all the risks and rewards inddental to ownership. A iease is 
classifted as an operating lease tf it does not transfer substantialiy ali the risks and rewards incidentai to ownership. 

1.16.1 OPERATiNG LEASES - LESSOR 

Qperaiing iease revenue is recognised as revenue on a straight-kne basis over the lesse tenrs. 

initial dtreci costs incurred in negotiaiing snd arranaing operating ieases sre added to the carrying amount of the leased asset 
and recognised as an expense over the lease term on the same basis as the lease revenue. 

The aggregate cost of incentives is recognised as a reduction of rentai revenue over the lease term on a straight-line basts. 

The aggregate benefit of incentives is recognised ss a reduction of rental expense over the lease term on a straight-line basis. 
Income for leases is disclosed under revenue in statement of financial performsnce. 

1.16.2 OPERATING LEASES - LESSEE 

Qperating iease payments are recognised as an expense on s straight-line basis overthe lease tetm. The difference between 
the amount 5 recognised as sn expense and the contractual payments ere recognised as an operating lease asset or liabiiity. 

1.17 REVEMUE 

1.17.1 REVEMUE FROM EXCHANGE TRANSACTIOMS 

Revenue from exchange transactions refers to revenue that accrued to the municipality direcdy in return for services rendered, 
the value of which approximates the consideration received or receivable. 

Service charaes relsting to refuse removsl are recognised on a monthly basis in arrears by applying the approved tariff to each 
property that has improvements. Tariffs are determined percategory of property usage, and are levied monthly based cn the 
recorded number of refuse containers per properiy. 

Interest revenue is recognised on a time proportion basis. 

Revenue from the rental of fscilitles and equipment is recognised on a straight-tine basis over the tenn of the lease agreement. 

Revenue srising from the application of the approved tariff of charges is recognised when the relevant service is reridered by 
applying the relevant gazetted tariff. This includes the issuing of licences and permits. 

Revenue srising out of situations where the municipality acts as an agent on behalf of another entity (the principal) is iimited to 
the amount of any fee or commission payabie to the municipafity as compensation for executing the agreed services. 
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‘OLICIES 


REVENUE (continued) 

1.17.2 REVEHUE FROKI NON-EXCHANGE TRANSACTIONS 

Revenue from non-exchange trsnsactions refers to transactions where the municipaiity received revenue from another entity 
without directly giving approximateiy equa! value in exchange. Revenue from non-exchange iransactions is generaliy 
recognisec! to the extent thatthe the reiaied receipt or receivabie qualifies for recoonition as an asset and there is no liability to 
repsy the amount 

Revenue frorn property rates is recognised when the ieaai entitlement to this revenue arises. Coiiection charges are recognised 
when such arnounts are iegaily enforceable. Penalty interest on unpaid rates is recognised on a time proportionate basis. 

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is recognised when payment is 
received, together with an estimate of spot fines snd summonses that will be received based on past experience of amounts 
collected. 

Revenue from public contribufions and donations is recognised when all conditions associated with the contribution have been 
rnet orwhere the contribution is to finance property, plant and equipment, when such items of property, plant and equipment 
qualifies for recognition and first becomes available for use by the municipality. 

Contfibuted property, plant and equipment is recognised vrtien such items of property, piant and equipment qualifies for 
recogniti.on and become avsilabie for use by the municipality. 

GRAP 23: Revenue from Ncn-exchange Transactions ~No materiai impacl is expecied. The standard contains additional 
guidance on conditions, restrictions and stipulations which may result in revenue being recognised. 

1.17.3 GRANTS, TRANSFERS AND DQNATiONS 

Grants, transfers and donations received or receivabie are recognised when the resources that have been trsnsferred meet the 
criteria for recognition as an asset. A corresponding iiability is raised to the extent that the grant, transfer or donation is 
conditiona!. The liability is transferred to revenue as and when the conditions attached to the crant are met. Grants without sny 
conditions attached are recognised as revenue when the assei is recognised. 

1.18 BORROWING COSTS 

Borrowing costs that are directly attributable to the acquisition, construction or production of qualifyina assets are capitalised to 
the cost of that asset unless it is inappropriate to do so. The municipality ceases the capitalisation of borrowing costs when 
substantialiy all the aclivities to prepare the asset for its intended use or sale are complete. !i is considered inappropriate to 
capitalise borrowing costs Vi/here the link betw<een the funds borrowed and the capital asset acquired cannot be adequately 
established. Borrowing costs incurred otherthan on qualifying assets are recognised as an expense in surplus or deficitwhen 
incurred. 
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1.19 IMPAJRMENT OF ASSETS 

The entiiy classifies aii assets heid with the primary objective of generating a commercial return as cssh-generating assets. A)! 
other assets ere dassified as non-cash-generating assets. 


1.19.1 IMPAIRMENT OF CASH GENERATING ASSETS 

The municipaiity assesses at eech reporiing date whether there is any indication that en asset may be impaired. if any such 
indication exists, the munidpaiity estimates the recoverabie service amount of the asset. 

If there is any indication that an ssset may be impaired, the recoverable amount is estimated for the individua! asset. Ji it is not 
possible to estimate the recoversble amount of the individual asset, the recoverable amount of Ihe cash-generatmg unn to 
which the asset belongs is determined. 

The best evidence of fair value less cost to sell is the price in a binding sale agreement in an arm’s length transaction, adjusted 
for the incrernental cost.that would be directly attributable to the disposal of the asset. 

The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and iis value in 
use. 

|f ihe recoverable amount of an asset is less than its carrying amount, the cerrying aniount of the asset is reduced to its 
recoverable amount. That reduction is an impairment loss. 

An impairment loss of assets carried at cost tess any accuirtulated depreciation or amortisation is recognisec! immediately m 
surpkis or deficit. Any impairment loss of a revaiued assetis treated as a revaluation decrease. 

An impairmeni loss is recognised for cash-generating units if the recoverable amount oi the unit is less than the carrying 
amount of the unit. The impainnent loss is ailocated to reduce the carrying amount of the assets of the umt as follows: 

- to the essets of the unit, pro rata on the basis of the carrying amount of each esset in the unit. 


A municipality assesses at each reporting date whether there is any ino'ication that an impairment loss recognised in pnor 
periocls for assets mey no longer exist or may have decreased. !f any such indication exists, the recoversble amounts of those 
assets are estimated. 


The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount thatwould have been determined had no impairment loss been recognised for the asset in prior pericds. 


A reverss! of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is recognssed 
immediately in surplus or deficit. Any reversal of an impairment loss of a revalued asset is treated as a revaluation mcrease. 

GR AP 26: Impairment of cash-generating assets - Cash-generating assets are those assets held by an group vvith the primar y 
objective of oenerating a commercial return. An entity assesses at eech reporting date whether there is any mdication that a 
cash-generating assel may be impaired. The municipality estimated and found no matenal impact m the applicab.Wy of the 
standard. 


1.19.2 IWIPAIRMENT QF NOH-CASH GENERATING ASSETS 

The municipality assesses at each reporting date whet'ner there is any indication that an asset may be impaired. if any such 
indication exists, the municipality estimates the recoverable service amounf of the asset. 


!f there is any indication that an asset may be impaired, the recoverable service amount Is estimateci for the individual assel if 
it is not possible to estimate the recoverable service amount of the individua! ssset, the recoverable service amount o. the 
cash-generating unit to v/nich the asset belongs is determined. 


The recoverable service amount is the hsgher of a non-cash generating asset's fair value less costs to sell and us value in use 
The vaiue in use for a non-cssh generating asset is the present value of the ssset's rematnlna service poiential. 


I! {ne recoverable service amount of an asset is less than its carrying amount, the carrying amount of the sssei is reduceu io 
recoverabie service amounl. That reduction is an impairinent loss. 


its 


An imoalrment loss of assets carried at cost iess any sccumuiated o'epreciation or amoriisetion is recognised immeoicisly 
surplus or deficit. Any impsirment loss of a revalued esset is treated as a revaiuation decrease. 
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IMPAIRMSNT OF ASSETS (continued) 

Fair value less costs to seii is the amount obtainable from the sa!e of an esset in sn arm's length transaction between 
knowledgeabie, wiliing parties, iess the costs of disposal. 

An impaifment ioss is recognised for non cash-generating units if the recoverable service amountof the unit is iess than the 
carrying smount of the unit. The impairment loss is allocated to reduce the carrving amount of the sssets of the unit as foliows: 

- to the assets of the unit, pro rata on the basis of the carrying smount of each asset in the unit. 

A municipality assesses at each reporting date whether there is any indication that an impairment ioss recognised in prior 
periods for sssets may no longer exist or msy have decreassd. tf any such indicstion exists, the recoverabie seivice aiTiourus 
of those assets are esfimated. 

The increased catrying amount of an asset atiributable to a reversal cf an impsirment loss does not exceed the carrying 
amount that would have been determined had no impairment loss been recognised for the asset in prior periods. 

A reversal of an impairment ioss of assets carried at cosl less accumulated depreciation or amortisation is recognised 
immediately in surplus or deficit. Any reversal of an impairment loss of a revalued asset is treated as a revatuation increase. 

GRAP 21: Impairment of Non-Cash generating assets - No material impact is expected. The requirements of GRAP are similar 
to the requirement of !AS 36 and IPSAS 2 impairment of non-cash generating assets. 

1.20 VALUE ADDED TAX 

The Munidpality is registsred with SARS for VAT on the payments bssis, in accordance v/ith Sec15(2)(a) of the Vaiue-Added 
Tax Act No 89 of 1991. 

1.21 EMPLOYEE BENEF3TS 

1.21.1 SHORT-TERM EMPLOYEE BENEFiTS 

Tne cost of short-tenn employee benefits, (those payable within 12 months after the service is rendered, such as paib 
vacation leave and sick laave, bonuses, and non-monetary benefits such as medica! care), are recognised in the period in 
which the service is rendered are not discounted. 

The expected cost of compensated absences is recognised as an expense as the employees renoer services that increase 
tbeir entitlement or, in the case of non-accumulating absences, v/hen the absence occurs. 

The expecfed costs of surplus sharing and bonus payments is recognised as an expense when there is a tegal or constructive 
obligation to make such payments as a result or past performance. 

1.21.2 RETiREMENT BENEFITS 

Whllst employees and councillors are empioyed by the municipslity, the munidpafily contributes io their medica! aicl and 
pension funds. On tarmination, resignation or retirement of employees and coundiiors the municipality no longer contributes to 
ihe medical aid and pension funds on their behalf and thus there are nc post - employment benefits. 

1.21.3 LONG SERVICE AWARDS 

Provision for iong services awards represents the presenl value of the estimated future cash outflows to be made by tne 
municipaiitv resulting from employee services provided up to Statement of Financia! Position date.The provision comprises of 
smounts that fne Municipality has a present obtigation to psy resulting for employees services provided up to Statement of 
Financial Position date.The Municiaplity’s liabllity is based on an actuarisl valustion, i he projected unit credit method has been 
used to value the iiabiliries. 

The leave may whoily or psrtisliy converted into cash and or sick leave on Lhe date on which the employees quslifies therefore 
or st any stages. On termination of service cf an employse wilh ten (10) or more yearis service, for resson of retiremant, death 
medical incapacity or retrenchment, leave shal! be paid out fo an empioyes on a pro rafa basis.Any special leave accrued in 
this manner will become payable upon tenninafion for whatever reason and not fonn part of vacation ieave credit. 
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1,22 HOUSSNG OPERATiNG ACCOUNT 

The Housing Developmeni Fundwas established in terms ofthe Housing Act {Act No. 107 of 1997). Loans from nationa! and 
provincial government used to fmance housing sefling schemes undertaken by the municipality were extinguished on 1 ApriS 
1998 and transferred to a Housing Development Fund. Housing seiiing schernes, both complete and in progress as at 1 April 
1998, were also transferred to the Housing Development Fund. In terms of the Housing Aci, al! proceeds from housing 
deveiopments, which inciude rental income and sales of houses, must be paid into the Housing Development Fund. Monies 
standing to the credit of the Housing Development Fund can be used oniy to finance housing developments within the 
municipai area subject fo the approval of the Provincial MEC responsible for housing. 
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1.23 RELATED PARTIES 

Tf>e municipality operates in an economic sector currently dominafed by entities direcUy or intiirectiy owneti by the South 
Afrlcan GovernmenL As a consequence of the constitutional indepentience of the three spheres of govemment in South Africa, 
only eniities within the national sphere of government are considered to be related parties. 

Management are those persons responsible for planning, tiirecting and controSling the activities of the municipality, including 
those charged with the governance of the munlcipality in accordance with iegislation, in instances where they are required to 
perform such functions. 

Ciose members of the family of a person are consitiereti to be those famiiy members who may be expected to influence, or be 
influenced by, that management in their dealings with the municipality. 

Only transactions with related parties not at arm's length or not in the ordinary course of business ere disclosed. 

1.24 SEGMENTAL INFORMATION 

Segmental information on property, plant snd equipment, as well ss incorne and expsnditure, is set out in Appendices C and D, 
based on the Internationai Government Financial Statistics classifications and the budget formats prescribed by Mational 
Treasury. The rnunicipality operates soleiy in its area of jurisdiction as determined by the Demarcation Board. 

Segment information is prepared in conformity with the accounting policies spplied for preparing and present'mg the fmancial 
statements. 

1.25 BUDGET IN'FORMATION 

yunicipaiity are typicaiiy subject to budgetary limits in the form of appropriations or budget suthorisations (or equivaient), which 
is given effect through authorising legislation, appropriation or similar. 

General purpose fmsncial reporting by municipaiity shali provide informatior. on whether resources were obtained snd used in 
accordance with the legally adopted budget. 

The approved budget is prepared on an accrual basis and presented by economic classification linked to perrormance outcome 
objectives. 

The approved budget covers the fiscal period from 2012/07, ; 01 to 2013/06/30. 

The annual financia! statements and the budget are on the same basis of accounting therefore a comparison with the budgeted 
amounts for the reporting period have been included in ihe Statement of compsrison of budget and actuai amounts as 
disciosed in note 43. 

GRAP24: Budget Infomiation - It is unlikely that fne standard will have s material impact on the munidpality’s snnusl finanda! 
statements. The munidpality currently has one hentage asset. 


27 






ANNUAL FfNANClAL STATEMENTS FOR THE VEAR ENDED 30 JUNE 2013 




2013 2012 


2 . CASH AND CASH EGUIVALENTS 
Cssh snd cash eauivalents consist of: 

28 

5 328 645 2 503 006 

37 221 285 35 387 729 

4254S S5S 378S0 735 


Cash on hand {Petty cash) 
Bank balances 
Short-term deposits 


The municipality"s primary bank account is a public sector cheque account wiih First Hational Bank. The account is heic! 
at the Ixopo branch and the account number is 5255 573 0913. 
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Figures in Rand 


2. CASH AND CASH EQUIVALENTS (continued} 


Primary bank sccount detaiis 





Bank name/account type 

Bsr.k statement bai 2 nces 

Cash book baJances 


and number 

30 June 2013 30June 2012 30 June 2013 30 

June 2012 

First National Bank - 
Cheque account - 5255 

5 328 645 

2 503 006 

5 328 645 

2 503 00S 

573 0913 

Clydesdale Housing - First 

Nationai Bsnk - 
62331647418 - Business 

8 811 835 

12 424 283 

8 81 1 835 

12 424 283 

Csll Account 

Ext 5&6 Hous'ing Project - 
First National Bank- 
620236S0907 - Business 

1 213 055 

1 588 028 

1 213 055 

1 588 028 

Caii Account 

Ibisi Housina Projects - 
First National Bank - 
62331935950- Business 

779 378 

1 040 277 

77S 378 

1 040 277 

Cail Account 

MIG Grant - First National 

32 241 

1 000 

32 241 

1 000 

Bank- 62123938055- 
Business Call Account 

MSIG - First Naticnal Bank 
- 62127055045 -Business 

1 516 

1 294 

1 516 

1 294 




Cali Account 

Neighbourhood Grant - 
First Nationa! Bank - 
62174352525 -Business 

4 726 014 

5 195 667 

4 726 014 

5 195 667 

Call Account 

Eiectrification - First 

Nationai Bank - 

621 74363508 -Business 

424 189 

1 447 070 

424 189 

1 447 070 

Cali Account 

Riverside Housing Project 

Phase 1 - First National 

Bank - 62023990593 - 

656 64S 

830 689 

656 649 

830 68S 

Business Cali Account 

Riverside Phase 2 - Firsi 

National Bank - 
62331950495 - Business 

3 06S 048 

4 260 317 

3 069 048 

4 260 317 

Cal! Account 

Reitvl/City Surv Account - 
First Nationai Bank - 
62123938104 -Business 

761 966 

699 961 

761 966 

699 951 

Call Account 

Rural Housing Projecl - 
First National Bank - 
62331949422 - Business 

4 210 185 

6 004 425 

4 210 165 

6 004 425 

Cail Account 

32 Day Ex Main Account - 
First National Bank - 

4 080 842 

1 664 598 

4 080 842 

1 664 598 


62132172355 -Business 
Csli Account 
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2, CASH AND CASB EQUIVALENTS (continued) 
Sport Faciiity Grant - First 
National Bank * 

62125140128- Business 
Cail Accounl 
Human Settlement 
operating 
Smai! Town 

Tota! 


3. RECEIVABLES FROM EXCHANGE TRANSACTiONS 

Lease debtor 

Other receivables 

Provision for other receivables 


4. OTHER RECEIVABLES FROftfi NON-EXCHANGE TRANSACTiONS 

fvilG Expenditure 
Payroil Dsbtors 


5. RECE1VA8LES FRONS EXCHANGE AND NOM-EXCHANGE TRANSACTIONS 

Gross baiances 
Rates and refuse 


1 099 230 120 

8 446 440 
6 848 

42 548 B30 37 8B0 735 


Less: Aiiowance for impairment 
Rates and refuse 


Net baiances 
Rates and refuse 


Rates and refuse 
Current (0 -30 days) 
31-60 days 
61 - 90 days 
91 - 120 days 
121 - 365 days 


2013 

2012 

1 099 

230120 


8 446 440 

- 

6 848 

- 

\2 549 930 

37 890 735 


5 065 

- 

199 912 

34 128 

(180 304) 

- 

24 673 

34128 


10 616 532 

1 017 096 
670 

10 616 532 

1 017 766 


10 547 740 

12 431 888 

(6 398 511) 

(7 115 710) 

4 149 229 

5 316 178 

699 72 4 
224 602 
431 997 
232 768 

8 958 649 

503 353 
445122 
381 S41 
409 244 
10 692 228 

10 547 740 

12 431 888 
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2013 


Figures in Rand 


5. RECEJVABLES FROM EXCHANGE AND NON-EKCHANGE TRANSACTiONS (continued) 
Summary of debtors by customer dassification 


Consumers 


CunrerU (0 -30 days) 

136 860 

222 107 

31 - 60 days 

134 618 

205 410 

61-90 dsys 

124 904 

199 982 

91-120 days 

123 955 

207 609 

121 -365days 

4 738 491 

6 661 511 


5 258 828 

7 4S6 618 

industnal/commercial 

Current (0 -30 days) 

282 782 

128 715 

31-60 dsys 

117 358 

98 239 

61-90 days 

94 676 

97 936 

91-120 days 

69 642 

119 523 

121 - 365 days 

3 415 580 

2 080 367 


3 880 048 

2 524 780 

Nationai ancl provincisi government 

Current (0 -30 days) 

8 755 

178 848 

31 -60days 

7 301 

161 848 

61-90 days 

1 469 

80 592 

91 - 120 davs 

(4 127) 

78 791 

121 -305days 

1 161 064 

1 910 310 


1 174 462 

2 410 48S 

Total 

Current (0 -30 days) 

437 401 

529 769 

31 - 60 days 

263 607 

465 497 

61 - SO days 

225 795 

378 510 

91 - 120 days 

201 010 

405 924 

121 - 365 days 

9 419 927 

10 652 188 


10 547 740 

12 431 888 

Less: Provision for impairment 

(6 398 511) 

(7 115 710) 


4 14S 22S 

5 315 178 

Reconciiiaiion of aiiowance for impsirmeni 

Baiance at beginning ofthe year 

(7 115 710) 

(11 658 533) 

Removing write offs 

3 501 564 

7 446 894 

increase bad debt provision 

(2 784 365) 

(2 904 07 T) 


(6 388 511) 

(7115 710) 


8. VAT RECEIVASLE 


VAT (SARS) 


2 545 697 


1 957 289 
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TES TO THE ANNUAL FINANCfAL STATEIiENT; 





2013 

2012 

7. INVEST^ENT PROPERTY 

2013 



2012 


Cost/ Accumuiated Carrying value 

Vaiuation deprecistion 

Cost/ 

Vaiuation 

Accumulated Carrying vaiue 
depreciation 

investment property 29 366 992 (482 663) 

28 884 329 

29 366 992 

(452 496) 

28 914 496 

Reconciliation of investment property ■ 2013 





Investment property 


Opening 

baiance 

28 914 496 

Depreciation 

(30 167) 

Totai 

28 884 329 

Reconciiiation of investmenf property * 2012 





Investment prgperty 

Opening 

balance 

4 496 823 

Additions - 
frefer to note 
36) 

24 447 840 

Depreciation 

(30 167) 

Toial 

28 914 496 

7.1 Re?itaS Income from Investment Property 





Rentsl of facilities 



877 685 

593 033 

7.2 Details of property 





Land - Shopping Compiex 

Erven 229, 735 and 736 

Duration : 50 years 

Termination date : 18 June 2046 

Rerrtai income is R240 000 per annum. The rental shail escalate by an amount 
equivaienf to the CPI index every year, but this escaiation shall never be less 
than 4 % nor greater that 8 % per annum. 

- Purchase price: 1 July 1997 

- Land 

4 014 160 
24 447 840 

4 014 160 
24 447 840 




28 462 Q00 

28 462 000 

BuiSdings - Hotei and Houss 

Erven 231 and 232 

Duration : 50 years 

Termination date : 30 November 2061 

Rentel income is R120 000 per annum. ihe rental shall escaiate by an 
equivaient to the CPi index every year 

- Purchase price: 1 December 2008 

- Accumulated Depreciation 

amount 

204 992 
(482 663) 

904 992 
(452 496) 




422 329 

452 496 

Totai Invesfrnent property 



28 884 32S 

28 814 49$ 
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PRGPERTY, PLANT ANO EQUIPUENT 


2013 

2012 

Cost/ Aceumuiated Carryjng vaiue Cost/ 

Vaiuation depreci 2 tion Valuation 

Accumuiated Carrying vaiue 
depreciation 


Land 

25 785 000 

- 

25 785 000 

25 785 000 

- 

25 785 000 

Buildings 

30 810 038 

(4 741 646} 

26 088 392 

55 814 227 

(5 328 912) 

50 485 315 

Infrastructure assets 

262 777 793 

(93 564 982) 

163 212 811 

214 493 534 

(71 780 765) 

142 712 769 

Community assets 

49 751 050 

(4 753 685) 

44 997 365 

20 033 528 

fl 553 738) 

18 479 790 

Other fixed assets 

7 315 218 

(4 014 265) 

3 300 953 

5 789 003 

(3 351 8S9) 

2 437 114 

Capital work in progress 

101 390 073 

- 

101 390 073 

71 683 664 

- 

71 683 664 

Total 

477 829172 

(113 074 578) 

364 754 594 

393 5S8 856 

(82 01 5 304) 

311 583 652 

Rsconciliation of property, plsnt and equipment - 2013 






Opening 

Additions 

Disposals 

Other 

Depreciation 

Totai 


bsiance 



changes, 

rnovements 



Land 

25 785 000 

- 

- 

- 

- 

25 785 000 

Buiidings 

50 485 315 

- 

- 

(22 516 842) 

(1 979 273) 

26 068 392 

Infrastructure assets 

142 712 769 

48 284 259 

- 

79 192 

(27 784 217} 

163 212 811 

Community assets 

18 479 790 

6 252 969 

(1 111 558) 

22 437 650 

(1 061 486) 

44 997 365 

Other fixed assets 

2 437 114 

1 811 673 

- 

(16 387) 

(931 447) 

3 300 953 

Capital work in progress 

71 683 664 

29 706 409 

- 

- 

- 

101 390 073 


311 583 652 

86 055 310 

(1 111 558) 

(16 387) 

(31 756 423) 

364 7S4 594 

Reconciliation of property, plant and equipment - 2012 






Opening 

Additions 

Disposais 

Otber 

Depreciation 

Tota! 


baiance 



changes, 

movements 



Land 

611 000 

25 174 000 

- 

- 

- 

25 785 000 

Buildings 

51 313 900 

2 181 566 

- 

(1 140 351) 

(1 869 800) 

50 485 315 

infrastructure assets 

139 493 733 

28 735496 

- 

1 658 648 

(27 175 108) 

142 712 769 

Community assets 

6 329 979 

12 909 574 

- 

- 

(759 763) 

18 479 790 

Other fixed assets 

2 324 825 

981 975 

(54 997) 

(33 025) 

(7S1 664) 

2 437 114 

Capital work io progress 

58 015 485 

13 668 179 

- 

- 

- 

71 683 664 


258 GSS 922 

83 650 780 

(54 SS7) 

485 272 

(30 58S 335) 

311 583 652 


Ot’nar Inforrnation 


(13 343) (21 051) 

1 116 954 54 997 


Loss on dlsposs! of property plant and equipment 
Proceeds on sa!e of property p!ant and equipment 
Carry'ing value of property plant and equipment disposed 


1 0S7 61 1 


33 946 
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Figures in Rsnti 


2013 2012 


8. PROPERTY, PLA.NT AND EQUiPMENT (continued) 

Revaiuations 

The effective dste of the revaiuations was 30 June 2009. Revaiuations were performed by an independent vaiuer, the 
Aurecon Group and they are not connecied tc the municipality. 

The infrastructure assets, Community assets ana Land and Buildings have been vaiued at depreciated replacement cost 
(ORC). 

The current replacement cost which is used to caicuiate the DRC has two inputs: the s'rze of the asset and the unit cost of 
the asset, which is assodated lo the asset type. Unit cost models developed by the valuer vvere used to determine the 
ur.it cost for each asset type usina statistical analysis. These are used to determir.e the values of the assessed assets. 
This method of valuation by unh costs is consistent with the approach advocated by the South African Locai Asset 
Management Guideiines. 

The municipal buidlings were evaluated using a 19 point per floor visual condition assessment methodology and current 
and depredated replacement V3lues determined using predetermined modeis incorporatring deterioration modeis. 

Assumption 1: The constructio.o year is estimated using sources in the foilovving order of precedence: available technica! 
records, interviewing of operations staff, comparison vvith adjacent infrastructure. When the date of acquisition is nct 
known and the construction year is estimaied, the acquisition date ts assumed to be on the Ist day of January in the year 
of construction 

Assumption 2: The consumption of benefits of infrastructure assets are predominantly uniform over the life of the assel. 
The deprecislion is therfore assumed to be straighi line for ali infrastructure assets except buifditigs (which uses a 
parabolic curve) 

Assumption 3: The residua! value of sil civii infrastructure assets is negligible as there is no open rnarket for the materials 
used in civil infrastructure and the realisabie value is very small. i he scrap value of mechanicsl and electrical piant is a!so 
negligible, 

9. INTANGIBLE ASSETS 




2013 


2012 


Cost / 
Vaiuaticn 

Accumulated Carry'ing vaiue 
amortisation 
and 

accumuisted 

impalrment 

Cost 1 
Vaiuation 

Accumuiated Carrying vaiue 
amortisation 

3nd 

accumuiSfed 

impairment 

Computer soft'wsre 

1 028 958 

(758 079) 270 879 

715 593 

(595 6S3) 119 910 


Rsconcilsation of intsngibie- sssets * 2013 

Opening Additions Amortlsatlon Tota! 
balance 

Computer softvvare 119 910 313 365 (162 396) 270 879 


Reconclilation of Intangible assets - 2012 

Gpen’mg Additions Dispossls Amorhsstion Totsl 
bsiance 

Computer software 195108 12 513 (3 307) (84 404) 119 910 
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10. HERITAGE ASSETS 


Memorial hall 



2013 


2012 

Cost / 

Accumuiaied Carrying vaiue 

Cost / 

AceumuSated Carrying vaiue 

Vatuation 

impairment 

Vaiuation 

impairment 


losses 


iosses 

2 947 824 

2 947 824 

2 947 824 

2 947 824 


Reconciliation of heritage assets 2013 


Memorial hall 


Reconciiiation ofheritage assets 2012 


Memorial iiall 

11. PAYABLES FROM EXCHANGE TRANSACTIONS 

Trade payables 
income received in advance 
Workmen’s compensation 
Accrued leave pay 
Accaied expenses 
Deposiis received 
Retentions 

Operating lease creditor 


12. UNSPENT CONDITIONAL GRANTS AND RECEIPTS 

Unspent conditional grants and receipts comprise3 of: 

Human Settlement Grant 

Expanded Pubiic Works Programme Granl 

Neighbourhood Grant 

Eiectrification Grant 

Small Town Developrnent 


Opening i otai 

foaianee 

2 947 824 2 947 824 


Opening 

balance 

2 947 824 

Totai 

2 947 824 

(D 


134 402 

145 195 

- 

36 008 

1 890 964 

1 651 568 

1 071 075 

887 851 

20 530 

12 934 

9 032 277 

4 866 043 

10 735 

4 985 

12 159 982 

7 604 584 


8 446 440 

- 

341 472 

- 

2 068 712 

4 733 S34 

- 

1 442 417 

- 

528 261 

10 S5S 624 

6 704 612 
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13. PROViSlONS 

ReconciliaUon of provisions -2013 


Landfili site provision 
Long service awards provision 


Opening 
Balar.ce 
1 27S621 
457 336 

1 736 957 


Interest 

187 212 
119 121 

306 33:3 


Tota! 

1 466 833 
576 457 

' 2^43 290 


Reconciliation of provisions - 2012 


Landfill site provision 
Long service awards provision 


Non-current liabllities 
Current liabiiities 


Opening 

Bslance 

Additions 

interest 

Total 

1 155 214 

- 

124 407 

1 279 621 

- 

457 336 

- 

457 336 

1 155 214 

457 336 

124 407 

1 736 957 


1 954 969 

1 6S8 281 

88 321 

38 676 

2 043 290 

1 736 957 


Landfill site 

The landfiH site provision relates to the costs of rehabilitating the landfil! sile when it reaches the e.nd cf its useful life in 
2015 and has been discounted to refiect its present vslue. The discounting rate used is 6,06% (2012 : 5,5 /o). 


Long service awards 

Employees who achieve 10 yeafs service will be granted 10 days paid leave.Employees who achieve 15 years' service 
will be granted 20 days paid lesve.Employees who achieve 20 years service will be granted 30 days psid 
Ieave.Employees who achieve 20/25/30/35/40 and 45 years service will be granted 30 days patd ieave.The 
abovementioned leave is only applicable to those employees who achieve the stated years of sea r ices after vhe effective 
date of these conditions.The provision is an estimate of the long service award based on the monthly saiaries rate at 30 
June 2013 (30 June 2010), It has been assumed that the staff tumover witl be insignlficant based on historical data.A 
discount rate of 8.06% (2012:8.56%) was used on intemal rate of return. 

14. REVALUATfON RESERVE 


Opening balance 
Offsetting of depreciation 

Depreciation on original cosl of assets (refer to note 36) 
Ciosing baiance 


92 857 565 107 340 500 

(20 596 571) (22 350 571) 

7 8S7 636 

72 260 994 92 857 565 


18. HOUSiNG OPERATING ACCOUNT 
Opening balance 

Trsnsfer to human setilement grant 
Interest rsceived 

ciosing balance 


29 051 938 28 032 032 

(8 37 S 137) 

793 493 1 019 906 

21 466 294 29 051 938 
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6. ACCUMULATED SURPLUS 


Reconciljstion of Eccumulatsd surplus - 2013 


Offsetting of depreciation 

Transfer of interest on housing operating account 

Openinc 

balance 

251 82 8 323 

Adjustments 
during the 
year 

20 596 571 
(793 493) 

Surplus for 
the yesr 

66 327 130 

Totai 

318 153 453 
20 595 571 
(793 493) 


251 826 323 

1S803 078 

66 327 130 

337 S56 531 

Reconciiistion of sccumuiafed surplus - 2012 


Opening 

balance 

Adjustments 
during the 
year 

Surplus for 
the year 

TotaJ 


158 271 090 

- 

2S 894 562 

188 165 652 

Offsetting of depreciation 

- 

22 350 571 

- 

22 350 571 

Prior year error - UIF aocaied expense 

- 

53 405 

- 

53 405 

Prior period Errors 

- 

41 256 694 

- 

41 256 694 


15S 271 OSO 

63 660 670 

29 894 562 

251 826 322 


3? 
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Flgures in Rand 


2013 


2012 


17. GOVERNMENT GRAMTS AND SUBSiDIES 


Equitable share 

Government grant - opersting revenue. 


Capitai grents 

Government orant - capital revenue 


Ecjuitabie Share 

ln tenms of the Consiitution, this grant is used to subsidise the provision 
members. 

Housing Grant 

Current-year receipts 

Conditions still to be met - remain liabilities (see note 12), 

The purpose of this grent is for infrastructure development. 

Pound Grant 

Balance unspent at beginning of year 
Conditions rnet - transferred to revenue 

The purpose of this grant is for conslruction of Pound. 

Sport Grant 

Current-year receipts 

Conditions met - transferred to revenue 

The purpose of this grant is for sport developmeni 

Expanded Pubiic Works Programme Grant 

Current-year receipts 

Conditions met - transferreo to revenue 


85 299 000 

5 410 660 

74 978 000 

4 676 091 

90 709 660 

79 654 091 

92 676 576 

69 456 010 

92 676 576 

69 456 010 

183 38G 236 

149 110101 

services to indigent community 

6 446 440 



- 

1 000 000 

- 

(1 000 000) 

- 

- 

150 000 

150 000 

(150 000) 

(150 000) 

- 

- 

1 000 000 


(658 528) 

- 

341 472 

- 


Conditions still to be met - remain liabiiities (see. note 12). 

The purpose of this grant is to reduce poverty and unempioymant. 
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17. GOVERNMENT GRANTS AND SUBSIDIES (conlmuec!) 

Municfpal Irtfrastructure Grant Furici 

Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 


(1 017 096) 3 027 259 

48 144 000 39 688 000 

(56 073 084) (43 732 355) 

(8 S46180) (1 017 0SS) 


Conditions stiit to be met- remain liabiiities (see note 12). 

The purpose ofthis granf is for infrastructure development. 

Withheidfdelayed grant : None. 

Reason(s) for conditions not met : None. 

Reason(s) for unspent grant : None. 

Municipal Sysieni fmprovement Grant 

Balance unspent at beginning of year - 59 

Current-year receipts 800 000 790 000 

Condiiions met - transferred to revenue (800 000) (790 059) 


The purpose of this grant is for building in house capacity and to stebiiise institutional and govemment systems. 

Finance iVianagement Grant 

Current-year receipts 
Conditions met - transferred to revenue 


1 500 000 1 450 000 

(1 500 000) (1 450 000) 


The purpose of this grant is to promote sound financial rnsnagemem. 

Arts snd Culture Grsnf 

Current-year receipts 35SOQ0 301 632 

Conditions met - transferred to revenue (359 000) (301 632) 


The purpose of this grant is tc- fund salaries for Librarians. 




2012 



17. GOVERNMENT GRANTS AND SUBSIDIES (continued) 


Balance unspent at beginning of year 

Current-year receipts 

Conditions met - trsnsferred to revenue 


4 733 934 1 402 614 

13 353 000 16 570 000 

(16 018 222) (13 238 680) 

2 0S8 712 4 733 S34 


Conditions still to be mei - remain iiabilities {see note 12). 

The purpose of thls grant is for property developmeni in townships, upgrading community fscilities and attracting private 
sector funding and input. 


Withheid/delayed grsnt : None. 

Reason(s) for conditions not met : None. 

Eiectriiication Grant 

Baiance unspent at beginnirig of yesr 

Current-year receipts 

Conditions met- transferred to revenue 


1 442 417 1 090 054 

10 000 000 10 000 000 

(11 731 528) (9 647 637) 

(289 111) 1 442 417 


Conditions stili to be met - remain liabilities (see note 12). 

The purpose of this grant is to address electrification backlog of permanently occupied residentiai dv/ellings and 
installation of bulk infrastucture and rehabilitation of electrification inftrastaicture. 


Withheld/delayed grant : None. 

Reason(s) for conditions not met : None. 

Reason(s) for unspent grant : None 

Srnall Town Development 

Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 


528 261 

8 870 000 4 350 000 

(10 779 501) (3 821 739) 

{1 381 240)'” 528 261 


CondHions still to be met - rernain liabilities (see note 12). 

The purpose of this grant is for town development or upgradino. 
Withheld/delayed granf : None. 

Reason(s) for conditions not met : None. 

Reason(s) for unspent grant : None 
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iMTEREST EARNEO - INVESTMENT 

Intarest revenue 
Housing operaling account 
BanK 


18, OTHER REVEWUE 

Advertising income 
Building plans and servitudes 
Business tariffs 
Cemetery fess 

Councilior allowance top up sub 

Gouncillor cellphone reimbursement 

Dumping fees 

GIS income 

Hall fees 

Legal fee income 

PDA applications 

Refund income 

Repsyment of debt 

Sundry income 

Tender documents fees 

Waste skips 

Zoning certificates 


793 493 

1 019 906 

1 502 016 

1 647 061 

2 295 509 

2 666 967 

86 604 

52 995 

82 826 

81 939 

15 600 

5 858 

6 643 

1 1 608 

- 

5 426 

- 

88 

18 559 

28 800 

540 

- 

18 348 

13 807 

238 445 

- 

S77 

1 316 

26 632 

234 677 

363 894 

12 222 

282 594 

448 443 

237 387 

192 645 

14 040 

- 

1 118 

- 

1 394107 

1 08S 824 
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20, PROPERTY RATES 


Rstes reised 


Resideniiat 

Commerdal 

Stete 


Vaiuations 


1 858 145 

1 665 735 

2 380 704 


799 267 

1 096 663 

2 109 740 


Residential 

Commercial 

State 

Municipal 

Small hoidings and agriculture 
Industria! 

Piaceofworship 

institutional 

Public service infrastructure 
Special purposes 


Description 

Residentisl 

Ccmmercia! 

State 

Municipai 

Small hodings and agricuiture 
lndustriai 
Place of worship 
institutional 

Public service infrastructure 
Speciai purposes 


5 904 5S5 

4 005 670 

13S 189 840 

139 189 840 

86 631 000 

86 631 000 

270 512 000 

270 512 000 

214 248 842 

214 248 842 

531 762 000 

531 762 000 

21 018 000 

21 018 000 

8 200 000 

8 200 000 

3 000 000 

3 000 000 

3 625 817 

3 625 817 

787 000 

787 000 

1 278 874 49 S 1 278 974 499 


Number of properties 


Tariffs 

0.0085 & 0.0064 & 0.017 
0.013 & 0.022 
0.0085 

0.0085 & 0.0064 & 0.017 
0.002 & 0.013 
0.013 & 0.022 
0.0085 
0.0085 
0.002 
0.0085 


Vaiuations on lana and buildings are perforrned every 5 years. The iast general valuation came into effect on 1 July 2003. 
Interim vaiuations are processed on an annual basis to take into account changes in individuai property values due to 
alterations and subdivisions. Different rate randage are charged for the various categories of ratepayers. No additional 
rebates were granted to any categories of ratepayers except for sriy exemptions and compulsory phasing-in of certain 
rates as contsined in Councii’s approved Rates Policy. 

OSd age pensioners were granted 100% subsidy as categorised as indigents and pensioners over 65 years were grsnteo 
25% rebate as per Council's approved Rates policy.State properties were granled a 10% rebate and Public Service 
infrastructures were granted 30% rebate as per Council’s spproved policy.Rates are ievied monthly in 12 equal 
instalmentspayable on a monthiy basis.lnterest is charged at 15.5% on the outstandirig baiance of service charges. 


42 




21 . RENTAL OF FACiLITtES 


Premises 

Facilities and equipment 877 685 593 033 


22. SERViCE CHARGES 



Dumpsite 

564 597 

340 351 

Refuse 

772 054 

807 981 


1 336 651 

1 148 332 
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23, EMPLOYEE RELA.TED COSTS (contlnued) 


Remuneration of Corporate Servlces Manager 


Annua! Remuneration 
Travel Allowance 

Contributions to UIF, Medical and Pension Funds 

Celiphone 

Backpay 


Remuneration of Socia! Services Manager 

Annual Remuneration 
Travel Aliowance 

Contributions io UIF, Medical and Pension Funds 

Housino Allowance 

Cellphone 

Backpay 

Lesve paid out 


Remuneration of Planning and Development Manager 

Annuai Remuneration 
Travel Allowance 

Contributions to UIF, Meoical and Pension Funds 

Housing Ailowance 

Cellpbone 

Backpay 


24. REMUNERATION OF COUMCILLORS 
Mayor 

Depiity mayor 
Executive members 
Speaker 
Chief Whip 

Councillors' basic allowance 
Counciliors' travel allowance 
Counclllors‘ pension fund contribution 
Counciilors' medical aid contribution 
Gouncillors' cellphone allowances 


419 668 

167 185 

174 865 

69 680 

104 S16 

42 414 

12 000 

5 000 

2 787 

- 

714 237 

284 288 


409 306 

391 814 

130 973 

163 256 

64 70S 

58 772 

13 878 

39181 

9 000 

12 000 

2 787 

15 774 

129 624 

56 785 

760 274 

737 582 


419 669 

198 742 

174 865 

82 825 

104 916 

46 522 

- 

3 155 

12 000 

5 000 

2 786 

- 

714 236 

336 244 


625 917 

597 326 

500 734 

477 860 

1 739 360 

1 544 033 

500 734 

457 775 

469 438 

427 409 

4 816 300 

3 935 919 

1 396 187 

1 341 152 

765 928 

572 157 

74 117 

233 611 

1 01 5 140 

990 592 

11 904 855 

10 577 834 


VVard commsttee expsnses 

Councillors' basic allowance includes vvard committee expenses of R3S8 352 (2012 : R432 145). 
in-kind-henefits: 

The Mayor has a fuil time secretary snd a driver. 

Tha Deputy Mayor has a full time secretary (sharing the sanie secretary with the Mayor). 

The Spesker has s full time secretary. 
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Figures in Ranci 2013 2012 


25, DEBT I6SPAIRMENT 

1 429 460 
2 964 669 2 904 071 


2 964 669 4 333 531 


Contribuiions to debi impairmeni reiates to increase in bad debt provision as referred to in note 5. 
26. DEPRECiATION AND AWIORTISATION 


Property, piant and equipment 

31 756 423 

30 586 334 

tnvestment property 

30 167 

30 166 

Intangible essets 

162 396 

31 948 986 

84 404 

30 700 904 

FfNANCE COSTS 

Trede and other payabies 

2 586 

- 

Landfill site 

187 212 

124 407 

Long service award 

119 121 

308 219 

124 407 

GENERAL EXPEMSES 

Administration cost 

311 237 

347 289 

Audit and accounting fees 

2 131 043 

2 018 444 

Bank charges 

85 870 

91 348 

Cieaning 

545 377 

519 062 

Consultinq and professionai fees 

11 229 500 

1 1 490 894 

Electricity 

1 747 251 

1 908 434 

Enteitainment 

2 312 255 

2 649 448 

Equipment hire 

1 467 983 

1 658 425 

Fire brigade 

1 638 826 

2 273 016 

Fue! and oil 

725 644 

606 499 

Poverty alleviation 

- 

376 043 

IT expenses 

658 440 

2 342 704 

Impientation of property rates 

1 555 034 

612 743 

insurance 

229 287 

497 708 

Lease rental of office equipment 

1 753 754 

1 171 684 

Leave pravision 

556 324 

592 564 

Motor vehicle expenses 

735 458 

524 852 

Office equipment expenses 

289 855 

336 656 

Other Opersting and administrative expenses 

2 559 402 

2 454 636 

Printing and stationery 

1 975 798 

1 873 622 

Promotions and sponsorships 

672 736 

243 724 

Secunty (guarding of rnunidpal property) 

3 640 779 

3 437 304 

Skiils deveiopment levy 

124 594 

325 289 

Subscriptions and membership fees 

421 057 

211 021 

Subsistence and traveiiing 

3 245 266 

3 599 334 

Teiephcne and fax 

1 851 9S8 

i 592 059 

Training 

549 283 

611 106 

T ransfer of assets to Eskom 

- 

5 865 748 

Transport and freight 

888 186 

1 298 514 

Uniforms 

137 39/ 

81 786 

VVater 

160 092 

8S 998 

Workmsns compensation 

67 576 

36 008 


Debt impaired 

Contribuiions to debt impairment provision 


51 737 982 
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2012 


28, OPERATiHG SURPLUS 

Operating surplus for the year is stated after accounting fbr the foSlowing: 


Operating iease charges 
Motor vehicles 
* Contractua! amounts 
Equipment 

» Contractual amounts 


Scrapping loss on other assets 
Loss on sale of intangible assets 
Amortisation on intangible assets 
Depreciation on property, plant and equipment 
Depreciation on investment property 
Employee costs 

30. REVENUE 

Service charges 

Rental of facilities and equipment 
Interest received (trading) 

Public contributions and donations - container bins 
Other revenue - (roliup) 

Interest received - investment 
Property rates 

Government grants & subsidies 
Wlotor vehicle licences 


The amount included in revenue arising from exchanges of goods or 
services are as folfqws: 

Service charges 

Rentai of facilities snd equipment 
Interest received (trading) 

Public contributions and donations - container bins 
Other revenue - (roliup) 
interest received - investment 


Tne amount included in revenue srising from non-exchange transactions is 
as foilows: 

Properiy rates 

Governmentgrants 8. subsidies 
Motor vehicle iicences 


1 325 159 

763 325 

428 595 

408 359 

1 753 754 

1 171 684 

(1 097 811) 

(33 946) 

- 

(3 307) 

162 396 

84 404 

31 756 423 

30 586 334 

30 167 

30166 

44 459 364 

37 921 117 


1 336 651 

1 148 332 

877 685 

593 033 

408 420 

542 928 

- 

449 710 

1 394 107 

1 089 824 

2 295 509 

2 666 967 

5 904 585 

4 005 670 

183 386 236 

149 110 101 

807 059 

639 842 

196 410 252 

160 246 407 


1 336 651 

1 148 332 

877 685 

593 033 

408 420 

542 928 

- 

449 710 

1 394 107 

1 089 824 

2 295 509 

2 666 967 

6 312 372 

6 480 7S4 


5 904 585 

4 005 67Q 

183 386 236 

149 110 101 

807 059 

639 842 

130 0S7 880 

153 755 613 
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Fiaures in Rsnd 


2013 


2012 


CASH GENERATED FROM OPERATIONS 



Surpius 

66 327 130 

29 894 563 

Adjustments for: 



Depreciation and amortisation 

31 948 986 

30 700 904 

Loss on scrapping of assets 

1 097 61 1 

37 253 

Debt impairmeni 

2 964 669 

4 333 531 

Movements in prcvisions 

306 333 

581 743 

Adjustmehts to accumulated surpius 

- 

48 826 709 

Transfer to human settlement grant 

(8 379 139} 

- 

Other non-cash items 

(619 781) 

(900 793) 

Changes in working capitai: 



Receivables from exchange transactions 

9 455 

94 407 

Other receivabies from non-exchange transactions 

(9 598 766) 

(1 015 201) 

Receivables from non-exchange transactions 

(1 166 949) 

(1 716 368) 

Payables from exchange transactions 

4 555 403 

3 056 045 

Vet 

(588 408) 

(97 983) 

Unspeni conditionai grants and receipts 

4 152 011 

184 626 


S1008 55S 113S79 433 


32. CONTiNGENCiES 
Legai claims 

Various claims submilted to the municipality are in the process of being resolved. The estimated liability of such claims, 
should the claimant be successful, is disclosed: 

Legal disputes relate to: 

- Faiiure to comply with the Development agreement is approximately R 2000 

- Invading Municipal Lsnd is approximately R 30 000 
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33. COMMiTMENTS 


33.1 Authorised capita! expenditure 

AuthoriMd and contracted 
» Buildings 
« Community 
« Infrastructure 


Authorised but not contracted 
» Community 
» Infrastructure 


4 221 110 
27 931 536 
26 750 170 

14 374 004 
13 706 974 

58 902 816 

28 080 978 


2 100 000 

3 405 900 
43 500 000 

2 100 000 

46 905 SOG 


33.2 Operating ieases - as lessee (expense) 

At the reporting date the Municipality has outstsnding commitments under operating ieases which fal! due as 
foliows: 


Minimum lease payrr.ents due 

- within one yesr 

- in second to fifth year inclusive 


1 131 714 55 477 

1 543 307 763 325 

2 675 021 818 602 


Photocopy Machines{Konica Minolta) : The Municipality has entered into s lease agreement of the machines on the 
1/12/2012. The monthiy rental is payable at the end of each month over the period of 36 months. 

Motor Vehicles (EQSTRA Fleet Management) : The ivlunicipality has entered into a lease agreement for vehicles on the 
23/08/2012. Continaent rent is based on every excess kilometre which does not exceed the tota! kilometres by more than 
10% Vv'hich is charged according to the excess kilometre schedule and additionally 2,5 times the excess kilometre chaige 
rate as set out in the schedule is charged on the excess kilometres exceeding more than 10% of tctal kilometres. 

33.3 Operating leases * as lessor (income) 


226 650 168 730 

3S0 604 348 570 

617 254 _ 517 330 


Mfnlmtim lease payments due 

- within one year 

- in second to fifth year inclusive 


The municipality ieased vacant lancl to s property developers whom has developed a shoppmg complex, Rhino Centre 
and Umzimkhulu Hotei. The leass agreement has a term of 50 years. The rentsl shall escaiate by an amount equivalent 
lo the the CPI index, rounded of to the nearest rsnd, which the escslation wiil be efrective on Ure commencement date 
everv vear. The Rhino centre has 10% of the netf rentai p!us 2%payab!e to the municipsliiy, which is caicu'sted cn the 
turnover of each site. Rentals wili be recoanised when the lessee is invoiced and will noi be smooth over the period o. tne 
lease. 
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2013 


2012 


34. RISK MANAGEMENT 


34.1 Financial risi< msnagement 

The Munidpaliiy has exposure to the following risks from i?s use of financiai instruments: 

Liquidity Risk 
interest Rate Risk 
Credit Risk 

This note presents information about the Municipalify's exposure to each of the above risks and tts objectives, poiiciss 
artd processes for measuring and managing risks.Further ouantiiative dssclosures are included throughoui these financ.ial 
stafements. 

The Counci! and the Municipa! Manager have overall responsibiiity for the establishrrtent and overstght of the 
Municipality’s risk managemeni framework. The Municipality’s risk menagement polides are established to identify and 
analyse the risks faced by the Municipality, to set appropriate risk limits and controls and to monitor risks and adherence 
to limits. Risk management policies and systenis are reviewed regularly to refiect changes in market conditions and the 
Municipaiity's activities. 

The Municipality through its training snd management standards and proceaures, aims to deveiop a disciplined and 
conslructive environment in which ail employees understand their roles and obligations 


Financial Assets 

Petty cash 
Bank baiances 
Short-term deposits 

Receivables from exchange trsnsactions 
Consumer debtors 
Vat receivable 


Financial Liabilities 

Payables from exchange transactions 
Unspent conditiona! grants 


28 

0 

5 328 645 

2 503 006 

37 221 285 

35 387 729 

24 673 

34 128 

4 149 229 

5 316 178 

2 545 697 

1 957 289 

49 28S 557 

45198 330 


12159 982 8 061 920 

10 856 624 6 704 612 

23 016 606 14 766 532 


The ivlunicipal Manager is of the opinion that the values reflecied in the finsndal statements are a true refiection o? fair 
values o? both the financiai assets and liabilities. 

The fair value of consumer debtors is estimated to be the actual receipts exepected adjusted for possibility of doubtru! 
debt. Paysbles are settled within 30 days of receipi of invoice and therefore are refiecteo' at the settlement amount. 

34.2 Liquidity risk 

The municipality’s risk to liquidity is a result of the funds available to cover future commitments. The municipaiity manages 
iiquidity riskthrough an ongoing review of future commitments and credit facilities. 

34.3 Interest rate rlsk 

Interest rate risk is the risk that the vaiue of a finandal instrumentwilf fluctuste owing to changes in market interest rates. 
The Municlpaiity’s ieve! o? borrowing and consequentiy the debt servicing costs are ciosdy monitored and controiled by 
the EXCO hsving regard to the prevailing and projected interest rates and the Municipality's capacity to service such debt 
from future earnings. 


Baiances exposed to the interest rate risk: 
Bank balances 
Short-term deposits 


5 328 645 2 503 00S 

3? 221 285 3 5 387 729 

42 549 530 37 890 735 
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34. R)SK MANAGEMENT {continued} 

34.4 Credit risk 

Credit risk is the risk that the counterparty to a financia! instrument wili default on its obligation to the Municipality, thereby 
csusing financisi loss to the Municipaiity. It is the Municipality's poiicy that ail customers who vvish to trade on credit ierms 
are subject to paynient of a deposit. in addition, receivable balances are monitored on an ongoing basis with the result 
that the Municipality’s exposure to bad debts is not sianificant. A provision is made for doubtful debts. The maximum 
exposure to credit risk is represented by the carrying value of each fmancial asset in the balsnce sheet. 

Financial assets exposed to credit risk at year enc were as foilovrs: 


Financia! instrumsnt 
Recelvables from exch3nge transactions 
Consumer debtors 
Vat receivable 


24 673 34 128 

4 149 229 5 316 178 

2 545 697 1 957 289 

S71S59S 7 307 595 


35. COMPARATIVE FIGURES 

Certain comparative figures have been restated (refer to note 36 for details). 

36. PRIOR PERIOD ERRORS 

Durino the fmanci3l year the munidpality corrected e fundamental error. 

Property, Plant and Equipment (Capita! Work In Progress) were understated by R338 080 that was mistakenly expensed 
to CCTV camera projects in 2012 fmancial year end. This error has been corrected via Accumulated Surplus account in 
the 2013 financial year end. 

The municipality has reclassified the community halis from Land and Building into Community Assets. fhe reclassification 
did not affect the totai value of assets. 

Payables from Exchange Transactions were overstated by R356 018 as a result of UIF that vvas due lo Counciliors and 
understated by R4 985 as a result of of Operating Lease Liability that was not recognised on straight line basis in 2012 
fmancial year end. This error has been corrected via Accumulated Surpius sccount in the 2013 fmancia! year end, 

An amount of R301 362 for Arts and Culiure Grant has been reclassified from Oiher Revenue to Government Grants and 
Subsidies. 

The amount transferred from the Revaluation Reserve to the Accumulated Surplus for fhe offsetting of depreciation had 
been the total deprecietio.n amount instead of the difference between depreciation bssed on the revaluad carrying arnount 
of the asset and depreciation bssed on the ssset's crigins! cost. 

l.and amounting to R25 174 000 was correcte-d snd recognised in ihe asset register. Investment amounting to R24 447 
840 v/as recognised in the asset register. 

An amount of R41 256 694 relates to the net balance (accumutated surpius mcvement) heiween cpening and closing 
balance of 2013. 

The comection ofthe error(s) results in adjustments as follov/s: 
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Figures in Rand 


36. PRIOR PERiOD ERRORS (continued) 

Accumulatsd surplus 
Previousiy stated 

Property, plant and equipment understated 
Payables from exchange transactions 
Operating lesse creditor 
Investment property previously understated 
Land previously understated 
Depreciation on original cost of asseis 
infrastructure overstaled 
Long service employee provision 


Payabtes from exchange transactions 
Previously stated 
UIF acaued expenses 
Operating lease creditor understated 


Provisions 

Previously stated 

Long service employee provision 


Property, plant and equipment 

Previously stated 
Capital work in progress 
Land understated 
Infrastructure overstated 


Revaluation Reseive 
Previously stated 

Depreciation on Original Cost of Assets 


Investment propetty 
Previously stated 

Capital work in progress understated 


Other Revenue 
Pre\nous!y stated 

Recisssification of Arts and Cuiture grant 


3'/ . FRUiTLESS AND WASTEFUL EXPENDiTURE 


2013 

2012 


210 56S 628 

- 

338 080 

- 

356 011 

- 

(4 985) 


24 447 840^ 

- 

25 174 000 ^ 

- 

(7 867 636) 

- 

(729 280) 

- 

(457 336) 

- 

251 626 322 


7 955 610 

- 

(356 011) 

- 

4 985 

- 

7 604 584 


1 279 621 

- 

457 336 

- 

1 736 957 


286 800 852 

- 

338 080 

- 

25 174 000 

- 

(729 280) 

• _ 

311 583 652 


84 939 929 

- 

7 867 637 

* 

92 857 5S6 


4 466 656 

- 

24 447 840 

- 

28 914 496 


1 391 456 

- 

(301 632) 

- 

1 089 824 


408 496 

2 586 

- 

- 

(408 496} 

2 536 

- 


Gpening baiance 

Current year amount 

Condoned and written off by Councii 
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Figures in Rsnd 

2013 

2012 

38. 

UNAUTHORiSED EXPENDITURE 




Opening baiance 

Personnei costs - contracted empioyees 

Depreciation due to revaiuation of assets to compiy with GRAP standards 

Debt impaimient 

Genera! expenditure due to donations m 2 de to Eskom 

Condoned and written off by Courtci! 

33 232 914 

£516 893 

2 964 669 

(33 232 914) 

2 775 026 
26 524 326 

3 933 562 



S 481 562 

33 232 814 

39. 

IRREGULAR EXPENDITURE 




Opening bsiance 

Add: Irreguiar expenditure - current year 

Condonea’ and written off by the Council 

748 721 

(748 721) 

2 156 341 
748 721 
(2 158 341) 



- 

748 721 

40. 

ADDlTiONAL DiSCLOSURE M TERMS OF ItfUNiCiPAL FINANCE MANAGEWIENT ACT 




Contributions to organissd ioca! eovernmant 




Current year 

Amount paid 

406 000 
{406 000) 

192 231 
(192 231) 



- 

- 


Auclit fees 




Current year 

Amounl paid 

Amount unpaid 

2 075.215 
(2 075 215) 
159 349 

2 018 444 
(2 018 444) 



159 342 

- 


PAYE snd UIF 




Current year payrol! deductions 

Amount paid - current year 

6 001 742 
(6 001 742) 

5 275 714 
(5 275 714) 



- 

- 


Penskm and Medlcsi Aid Deductions 




Currentyear payroli deducfions and council contributions 

Amount paid - current year 

5 544 287 
(5 54 4 287) 

6 204 540 
(6 204 540) 



- 

- 


VAT 




VAT receivable 

2 545 697 

1 957 289 
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Figures m Rand 


2013 2012 


40. ADDITJONAL DjSCLOSURE IN TERMS OF MUNJCIPAL FiNANCE MANAGEMENT ACT (continuec!) 


CouncHlore’ arrear consumer accounts 

There were no.Coundllors srrear accounts outstanding at 30 June 2013: 


30 June 2012 


F Nene 


Outstanding Outstanding 
iess than 90 more than S0 
days days 

R R 

466 4 787 


sotai 

R 


5 253 


41. DEVIATION FROM SUPPLY CHAIN P4ANAGEMEMT REGULA i iONS 

Paragraph 12(1)(d)(i) of Government gazelte No. 27636 issued on 30 May 2005 states that a supply chain managernent 
policy must pravide for tne procurement of goods and sea'ices by way of a competitive bidding process. 

Paragraph 36 of the same gazette states thatthe mur.icipal manager may dispense with the ofncial procurement process 
in ceriain circumstances, provideo ihat he records the reasons for any deviations and reports them to the next meetir.g of 
the council and includes s note to the annual financial statements. 

The Municipality purchased goods and services from Provtncial Gazette amouniing to R156 580 and (2012 : R456 588). 
Provincial Gazette is the single providerfor t!ne publication of Bylav/s. 


42. CHANGES IW ACCOUNTING POLICY 


The municipality adopted the exempted portions of the foiiowing Iniernationai Accounting Standards for the first time 
during the financial year 2012/13 in order to compiy with the basis of preparation of the annual financial statements as 
disclosed in Accounting Policy 1. These have been impiemented restrospectiveiy as at 30 June 2013. 

- GRAP 21 Impairment of Non-cash-generating Assets 

- GRAP 23 Revenue from Non-exchange Transactions 

- GRAP 24 Presentation of Budget Informalion in Financial Statements 

- GRAP 26 Impairmeni of Cash-aenerating Assets 

- GRAP 104 Financtal Instruments 

A Budget Statement (page 8 to 10) is inciuded in the annual financial statements to comply with GRAP 24. 

The disclosure of financlal instruments in note 34 vvas changed in accordance with GRAP 104. 

None of these GRAP standards had effect on the financial position of the municipality. 

43. RECOHCIUATION BETWEEN EUDGET AHD STATEMENT OF FIHANCIAL PERFORMANCE 


Reconciliaiion of budaef surplus with the surplus/deficit in ths statement of finsncisl perfonriance: 


Net surpius per the statement of financial performance 
Adjusted for: 

Increase in depreciation on revaiued assets 
lncrease/(decrease) in generai expenses 
Decrease in govemment grant funding 
Overestimation of other income 
Decrease/(lncrease) in property rates 
Reduction of repairs and maintenance 
Other variances 

Net surplus per spproved budget 


66 327 130 

29 884 563 

26 699 912 

24 711 939 

(1 930 400) 

13 590 30S 

2 087 628 

1 600 872 

13 384 872 

10 639 438 

1 030 672 

1 688 121 

- 

(5 804 769) 

(572 587) 

(1 232 219) 

107 027 227 

75 088 253 
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Figures in Rand 2013 


2012 


44. STATEMENT OF COMPARATIVE AHD ACTUAL 1NFORMATION 
Varisnce Explanations 

The budget is approveo on an accrua! basis by nature of classification. The approved budget covers the period from 1 Ju!y 2012 to 
The budget and accounting bases are the same; both are on the accrual basis. The annua! fi nancis! staiements are prepared usinc 
the nature of expenses in the statement of financia! performance. 

Statement of Financiat Performancne 

1 . Service charges - New contract with St.Margsret Hosipita! for refuse removal coliection and skip v/aste coilection 

2. Renta) of faciiities and equipment - New contracts with Titayoyo and Mpume Technologies, Skonqona Co orp, Drearnworks ani 

3. (nterest on outstanding debtors - Interest charged on National Public Works and other Debtors 

4. Other income - The difference is VAT received from SARS, which directly receipted to Debtors in the Baiance Sheet 

5. Interest received- InvestmentResult of improved cash-fiow therefore more interest was eamed than anticipated during the year 

6. Property Rates - New Properties have been billed.(The Rhino Complex). The Adjustment was done for prior yesr 

7. Government Grants & subsidies - More allocations received, than anticipated, High spending on grant funded projects 

8. Motor Vehicie and Licence - More car registrations thsn anticipated 

9. Employee Costs - Savings owing to late-fillina of vacancies during the year. Non payment of Perfomance bonuses 

10. Remuneration of councillors - During budget preparation the determination of councillors was not yet finalised 

11. Depreciation and amortisation - Revaluation of assets resulted in increases in the assets of the municipality and depreciaiidn 2' 

12. Finance Costs - Increased service cost cn Landfill Site closure and Provision for long service av/ard 

13. Debt impairment - Review of contribution to provision for bad debi at year end 

14. Repairs and maintenance - some of theRepairs and Maintainance were put on halt since the process of purchasing Plant mach 
the municipality will repair and Maintain its roads 

15. General Expenses - Savings realised on Adminstraiive and operating 

16. The disposal of Umzimkhulu sport field 

Statement Of Financial Position 

1 . Receivables from exchangable transactions - Receipts from Auction of Municipa! Assets not yet received 

2. Other receivable from non-exchange - INEP/MIG/Smail Town Development accruing at year end not anticipated 

3. VAT receivabie - More expenditure than antidpated in the month of June 201 3 which improved input tax 

4. Consumer Control - Writing off Reitvlei Debt 

5. Cssh ana cash equivalents - High spending on the infrastructure Development projects in the last quarier of 2013 

6. Investment Property - Commercia! iand capitalised in the Asset Register 

7. Property, Plant and Equipments - Additional allocations for Small Town Projects and Neighbourhood Projects gazetted during . 

8. Intangable assets - Upgrading of Financial Systems to 5i 

9. Heritage Assets - No acquisition was anticipated during the year 

10. Payables from exchange transacftons - High spending on the Infrastructure development projects in the last quarter of 2013 t'r 
11 Unspent conditional grants and receipts - The projects R2129 and R2130 encountered underground water seepage Which del 

drainage pipes.The proiect is funded by Neighbourhood Grant 

12. Provisions - Long Tenn Service avvard provision approved by the Council as partof Employee Retention Strategy 

13. Provisions - Increase cost of Landfill site rehabiiitation. 

14. Revalution reserves - Transfer of depreciation amount of re-valued assets to accumulated surplus in terms GRAP 17. 

15. Housing Operating Account - Housing Projects plans stili in progress at year end 

16. Accumuiated surplus - increased of Infrastructure Developments funded by Nationat and Provincisl allocations 
Statement Of Cash Flow 

1. Ratepayers and other- The difference is VAT received from SARS, which directiy receipted to Debtors in the Balsnce S'neet 

2. Govemment Grants and subsidies - More allocations received, than anticipated, High spending on grant funded projects 

3. interest - Result of improved cash fiow therefore more interest was earned ihan aniicipated during the year 

4. Payment to Employees - Savings owing to late-filiing of vacancies during the year. Non payment of Perfomance bonuses 

5. Payment to Suppliers - Savings realised on Adminstrstive snd operating 

6. Net movement on property, plant, and equipment- Ongoing Infrastructure Deveiopment projects 

7. Net movement on intangible assets - Upgrading of Fincia! System 
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ACTUAU VERSUS BUDGET - ACOUiSITION OF PROPERTY, PLANT ANO EQUIPMENT 
Por the Perlatf: 30 Jun« 2013 
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